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SUMMARY OF SUBJECT MATTER

TO: Members, Subcommittee on Railroads, Pipelines, and Hazardous Materials
FROM: Staff, Subcommittee on Railroads, Pipelines, and Hazardous Materials
RE: Subcommittee Hearing on “Amtrak’s Fiscal Year 2014 Budget: The Starting

Point for Reauthorization”

PURPOSE

The Subcomumittee on Railroads, Pipelines, and Hazardous Materials will meet on
Thursday, April 11, 2013, at 10:00 am. in 2167 Rayburn House Office Building to reccive
testimony related to Amtrak’s grant request for fiscal year (FY) 2014, and how it refates to
Amtrak’s on-going reorganization and the upcoming reauthotization of the Passenger Rail
Investment and Improvement Act of 2008 (PRIIA). Additionally, the Subcommittee will discuss
the Administration’s past proposals for intercity passenger rail activities, The Subcommittee will
hear from the President and CEO of Amtrak, Joseph H. Boardman, and the Administrator of the
Federal Railroad Administration, Joseph C. Szabo.

BACKGROUND

The Rail Passenger Service Act of 1970 (P.L..91-518) created the National Railroad
Passenger Corporation (Antrak) and charged it with the responsibility for providing intercity
passenger rail {ranspottation. Before Amtrak’s creation, freight rail companies were required by
federal law to operate passenger rail services, After the end of World War I, resumption of
automabile production, development of the Interstate Highway System, and the explosive growth
of air travel all combined to take away large numbers of passengers from the railroads. Given
these trends, the railroads began petitioning the former Interstate Commerce Commission for
permission to discontinue service.

Congress responded on several fronts, including the creation of Amtrak, a for-profit
corporation, to take over the freight railroads’ passenger service obligations and tasked the U.S.
Department of Transportation ({DOT) with designing Amtrak’s route system to include short-to-
medium distance corridors and a long-distance network.
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On May 1, 1971, Amitrak began operating over a 23,000 route-mile system (which later
grew to more than 26,000 route-miles), connecting 21 city-pairs designated by the Secretary of
Transportation. Today, Amtrak serves more than 500 destinations in 46 states and 3 Canadian
provinces on more than 21,200 miles of routes, with the help of more than 19,000 employees. In
addition to passengers on 300 daily Amtrak trains, an average of 850,000 people travel over
Amtrak infrastructure or on commuter trains operated under contract every weekday.

During FY 2012, Amfrak ridership reached 31.2 million passengers, the largest anmnual
total in Amtrak’s history, and the ninth annual ridership record in the last 10 years. Twenty of
Amtrak’s 27 short distance routes outside the Northeast Corridor and 5 of its 15 long-distance
frains set ridership records.

Finding for Passenger Rail

Funding for Amtrak comes from revenues and appropriated funds authorized by
Congress. The last reauthorization bill, the bipartisan Passenger Rail Investment and
Improvement Act of 2008 (PRIIA) (P.L. 110-432), authorized atotal of $9.8 billion for Amtrak
for FY 2009 through FY 2013, including $2.9 billion in operating grants and $6.7 billion in
capital and debt service. Amtrak’s authorization is set to expire at the end of FY 2013,

Amtrak requested the amounts authorized for operating grants until its FY 2013 funding
submission to Congress which requested $450 million, about $181 million less than the
authorized amount of $616 million. Amtrak also received an additional $30 million in funding
for operating grants from the Hurricane Sandy Supplemental bill. With respect to capital and
debt service, Amtrak has requested funding above the authorized amounts but congressional
appropriators provided just $4.7 billion of the $6.7 billion authorized for Amtrak capital grants
for FY 2009 through FY 2013.

Amtrak Operating Grants
(in millions)

530 . ; 525 _ 550 458
2010 580 580 563 420
2011 592 592 562 446,
2012 616 616 466 362
2013 631 ‘ 450 , ca72 7 415
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Amtrak Capital and Debt Service Grants
(in millions)

09 .
2010 1,239 1,002
2011 1,313 1,323 921
2012 1,565 1,606 952
2013 1,602 1,656 904

Amirak Lines of Business

Amtrak is operated as a for-profit corporation; it is not a public entity. As one

corporation, Amtrak operates three distinct types of services:

£

Northeast Corridor (NEC): Running between Washington and Boston, the NEC is the
backbone of the Nation’s intercity passenger rail system, carrying more passengers than
any other line, The NEC is host to intercity passenger rail, commuter rail, and freight rail
operations. Of the 437 total miles of the NEC, Amtrak owns and controls 363 miles, with
states controlling portions of the route north of New York City. Amtrak operates 153
daily trains on the corridor, including the Northeast Regional and Acela services, and
Amitrak has captured over 75 percent of the Washington to New York air-rail market.

State-Supported Routes; Amirak operates 21 state-supported routes in 19 states’, under
which the states contribute funding to provide additional passenger rail services. These
corridors of less than 750 miles, primarily located in the Northeast, Midwest, and Pacific
Coast, connect major metropolitan areas and have seen substantial ridership growth over
the past decade, State-supported corridor services carry nearly half of Amtrak’s annual
riders — about 15.1 million riders.

Long Distance Routes: Amtrak operates 15 long distance trains over an 18,500 mile
network, utilizing privately-owned freight rail track. These long distance trains are the
only intercity passenger rail service in 23 states and 223 communities. In FY 2012, the
long-distance routes carried a total of 4.7 million passengers, the highest ridership in 19
years. Despite this, the lion share of Amtrak losses are on the long distance routes.

As the chart below shows, the Northeast Corridor generates a substantial “above the rail”

operating surplus, which cross-subsidizes the losses on the State-Supported and Long Distance
routes. Losses on the State-Supported routes are expected to be reduced by approximately $85
million in FY 2014, when states will be required to contribute more financial support for their
Amirak services, under section 209 of PRITA.

! States that provide funding, and the routes on which some or all service is state-supported, are:  California,
Connecticat, 1linois, Indiana, Maine, Massachusetts, Michigan, Missouri, New Hampshire, New York, North
Carolina, Oklahoma, Oregon, Peansylvania, Texas, Vermont, Virginia, Washington, and Wisconsin.
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Operating Profit/{Loss} by Line of Business
$ in Millions 2010 2011 2012 2013 (Est)
Northeast Corridor 142 255 308 344
State Supported Routes (181} (148) (156) {138)
Long Distance Routes {520) {554) {559) {580)
Other Activities 140 1 44 (41)
Total Net Loss {420} {445) (362) {415)

In the past, it has been difficult for Amtralk’s stakeholders to understand the drivers of
Amtrak’s costs and performance. This issue has long been recognized and a diverse set of
stakeholders have made recommendations to realign Amtrak’s organizational structure along the
lines of business they operate, which was recently highlighted in a report by the Brookings
Institution.

As aresult, Amitrak announced in 2012 that it would reorganize. As its first step, Amtrak
would appoint general managers for the major business lines. Amtrak has also committed to
revising its annual grant request to reflect this reorganization, though it appears the company did
not do so for FY 2014, The Subcommittee will be exploring how Amtrak’s reorganization is
progressing, and how it can inform the reauthorization of PRIIA.

Amtrak’s 2014 Legislative Grant Requesi
Operating Reguest

As Amtrak’s ridership has grown on the NEC and other routes, the company’s operating
loss has narrowed somewhat; yet those savings have not translated into reduced federal operating
grants, According to Amtrak and the Federal Railroad Administration (FRA), when Amtrak has
received more operating grants than it utilizes, the company has used the excess funding to cover
capital improvements.

InFY 2013, Amtrak received a $471 million appropriation for operating grants. Amtrak
estimates that their actual operating loss for FY 2013 will be $415 million, providing an excess
appropriation of $56 million in operating grants.
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Amtrak Operating Loss versus Operating Subsidies
S in Millions 2010 2011 2012 2013 (Est}
Net Operating Loss {420) (446) {362) {415)
Operating Subsidy Appropriations 562 562 466 472
Excess Subsidy 142 118 104 57

For FY 2014, Amtrak is requesting $373 million in federal operating grants. However,
beginning in FY 2014, section 209 of PRIIA requires certain states to cover more of Amtrak’s
costs for providing service to State-Supported routes. Amtrak estimates that this will increase
the states” support by $85 million, meaning the federal support for those routes should decrease
by $85 million in FY 2014, which is not reflected in Amtrak’s funding request to Congress.

In fact, Amtrak is requesting more federal operating subsidies than it requested in FY
2013, In FY 2013, it requested $450 million (not including its Sandy needs). Had section 209 of
PRIJA been implemented in FY 2013, then Amtrak could have requested an operating subsidy of
$365 million. As stated above, the $373 million request from Amtrak for FY 2014 does not
seem to include the $85 million it will receive from the State-Supported routes. The FY 2014
request is actually $93 million more than Amtrak requested in FY 2013, for a total of $458
million. The committes will explore these issues at the hearing,

Capital and Debt Service Request

Amtrak is requesting $2.27 billion in FY 2014 for its capital program, about $1.4 billion
more than the amount ($904 million) that is being provided to the corporation in 2013, Of that
amount, Amtrak is requesting $1.869 billion for capital projects (versus $646 million in 2013),
$196 million in equipment lease buyouts (funded in previous years by the U.S. Department of
Treasury), and $212 million (versus $258 million in 2013) in debt service payments.

Under its grant request, Amtrak would Increase capital spending, including the
procurement of new rolling stock ($356 million), inifiation of several projects related to
Amtrak’s proposal for new Hudson River tunnels in New York (3167 million), and continued
efforts to bring stations into compliance with the Americans with Disabilities Act. However, the
Northeast Corridor Infrastructure Advisory Conymission has estimated that there is $40 billion
worth of eritical infrastructure needs on the NEC. Amtrak’s capital budget has historically
supported maintenance projects, thereby deferring larger infrastructure projects.

Administration’s Previous Rail Proposals
Inits FY 2012 and FY 2013 Budgets, the Administration proposed to fold Amtrak into a

larger intercity passenger rail program funded on the mandatory side of the Budget, The
Administration proposed to fund this rail program out of an expanded Transportation Trust Fund
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{currently the Highway Trust Fund), financed with mandatory Contract Authority and
discretionary obligation limitations (similar to the Federal Aid Highway program).

The FY 2013 Budget proposed $2.5 billion for passenger rail activities, of which $1
billion would be for the development of new high speed rail corridors and $1.5 billion would be
for existing passenger rail services, principally Amtrak. Over 6 years, the Administration
proposed $47 billion for rail in its budget. To pay for these investments, the Administration
proposed to utilize the “savings” from capping overseas military spending. The Administration’s
proposal has not gained traction due to lack of a specific dedicated funding source.

It is expected that the Administration’s FY 2014 Budget will again include a large rail
proposal, financed on the mandatory side of the Budget.

INVITED WITNESSES

The Honorable Joseph H. Boardman
President and Chief Executive Officer
Amtrak

The Honorable Joseph C. Szabo
Administrator
Federal Railroad Administration
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SUMMARY OF SUBJECT MATTER:; ADDENDUM

TO: Members, Subconmmittee on Railroads, Pipelines, and Hazardous Materials
FROM: Staff, Subcomumittee on Railroads, Pipelines, and Hazardous Materials
RE: Subcommittee Hearing on “Amtrak’s Fiscal Year 2014 Budget: The Starting

Point for Reauthorization”

Today the Administration released its Fiscal Year 2014 Budget, including amounts
proposed for the Federal Railroad Administration and Amirak. This request will be discussed at
the Subcommittee hearing on April 11"

The President is requesting $6.6 billion for the Federal Railroad Administration, including $6.45
billion for the first year of multi-year rail reauthorization and $185 million for safety and
oversight activities. In addition, the Administration is again proposing $30 billion in “immediate
transportation investments”, which includes $2 billion for Amtrak and $3 billion for intercity
passenger and high speed rail-type projects.

The Administration is proposing to pay for proposal with savings from ramping down overseas
military operations.

Five Year Rail Reauthorization. The Administration’s budget request includes a $40 billion,
five-year rail reauthorization proposal, including $6.4 billion in 2014, Consistent with the past
two requests, the Administration is requesting this funding on the mandatory side of the Budget,
financed out of an expanded Transportation Trust Fund {currently the Highway Trust Fund).
Under the proposal, intercity passenger rail funding would be supported by mandatory Contract
Authority, but subject to obligation limitations in annual appropriations bills {similar to Federal
Aid Highways).

Administration Rall Reauthorization Proposal
Sin Miltions
2014 2015 2018 2017 2018 Total
Current Passenger Rall Service (Amtrak) 2,700 3,225 2,550 2,650 2,075 13,200
Rail Service improvement Program 3,660 4,820 5,150 5,900 6,870 26,400
Railroad R&D 90 80 80 75 75 400
Total, Rail Reauthorization 5,450 8,125 7,780 8,625 9,020 40,000
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Rail Service Improvement Program. The Administration proposes $26 billion over five years for
this new account, which would support capital improvements to existing passenger rail corridors,
and the development of new services. In 2014, the Budget includes $3.3 billion for large capital
grants for the construction of new corridors or substantial improvements to existing corridors and
$340 million for smaller grants to improve freight and passenger rail bottlenecks and rail line
relocation activities. Additionally, $70 million is requested for planning activities.

Current Passenger Rail Service. To Support existing Amtrak services, $13 billion is provided
over five years for this new account, with separate authorizations by Amtrak lines of business.
In 2014, the Budget includes $675 million for the Northeast Corridor, $300 million for State-
Supported Routes, $800 million for Long Distance Routes, and $925 million for national assets
such as Amtrak’s ticketing systems and stations.

Notable Changes. In most respects the Administration’s request mirrors the last two budget
proposals for rail, with one consolidated program, of which roughly sixty-five percent of the
funds support new rail services and thirty-five percent support existing Amtrak operations.
However, the 2014 Budget does include some new elements:

o Amirak Lines of Business, The Budget proposes to allocate Federal support, both capital and
operating, to Amtrak by lines of business, a reform that many groups have called for to
increase transparency and accountability at Amtrak. Amtrak has begun a reorganization to
move its operations to such a model.

s Transition Assistance for the Passenger Rail Investment and Improvement et of 2008
(PRIIA) Sec. 209. Beginning in FY 2014, section 209 of PRIIA requires certain states to
cover more of Amtrak’s costs for providing service to State-Supported routes. The
Administration is proposing $300 million in funding in 2014, to allow States to phase in their
confributions over time. By Fiscal Year 2018, such funding would be eliminated under the
President’s request.

e Positive Train Control (PTC) Equipage Funding. The U.S. Department of Transportation
recently released a report detailing significant obstacles to meeting that requirement. For the
first time, the Administration is proposing to make PTC equipage for Amtrak and commuter
railroads an eligible use for grant funding.

s Grants for Freight Rail Projects. The 2014 Budget includes $190 million to upgrade
intermodal freight facilities and $150 million to address major freight and passenger rail
bottlenecks.






AMTRAK’S FISCAL YEAR 2014 BUDGET: THE
STARTING POINT FOR REAUTHORIZATION

THURSDAY, APRIL 11, 2013

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON RAILROADS, PIPELINES,
AND HAZARDOUS MATERIALS,
COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE,
Washington, DC.

The subcommittee met, pursuant to notice, at 10:08 a.m. in Room
2167, Rayburn House Office Building, Hon. Jeff Denham (Chair-
man of the subcommittee) presiding.

Mr. DENHAM. The subcommittee will come to order. First, let me
W(alcome our distinguished witnesses and thank them for testifying
today.

As you know, Chairman Shuster and I are committed to rail re-
authorization this year, and hopefully this hearing will continue
that bipartisan effort. The starting point for this reauthorization is
Amtrak and the Administration’s respective budget requests. This
is our starting point, because the primary policy questions an-
swered in this or any other reauthorization, or how much Federal
funding do we allocate, and what should that funding be used for.

Today we will hear from both Amtrak and the Administration re-
garding Amtrak’s fiscal needs. As you may know, the Passenger
Rail Investment and Improvement Act of 2008, PRIIA, authorized
funding levels for Amtrak over 5 years for operating grants and
capital grants.

On the operating side, PRIIA authorized, Amtrak requested, and
Congress has appropriated amounts higher than Amtrak’s actual
needs. In fact, since PRITA was enacted, Amtrak received $2.6 bil-
lion in operating appropriations, but actually only had $2.1 billion
in losses. While Amtrak did use this money on important projects
like purchasing a new set of long-distance train sets, imagine if
Amtrak could have leveraged this half billion dollars for its infra-
structure needs on the Northeast Corridor. I look forward to explor-
ing this matter with our witnesses.

With regard to capital grants, the PRIIA reauthorization levels
were higher than what has been consistently appropriated. In fiscal
year 2014, Amtrak is requesting $2.27 billion for its capital pro-
gram, about $1.4 billion more than the 2013 amount. This addi-
tional funding includes the procurement of new rolling stock, initi-
ation projects related to the new Hudson River tunnels in New
York, and continued station compliance with the Americans with
Disability Act.

o))
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In addition to hearing about Amtrak’s fiscal needs, both entities
will also address the reorganization of Amtrak into business lines.
Amtrak’s decision to split out Northeast Corridor, State-supported
routes, and long-distance routes will create more transparency and
show stakeholders where Federal funding is needed.

There is growing agreement between Amtrak, the Administra-
tion, and others like the Brookings Institute, that reorganization is
a big first step toward running Amtrak more like a business, which
would allow proper infrastructure development. The current oper-
ating structure does not allow proper infrastructure development
because the profits of the Northeast Corridor go to subsidize losses
in other routes, especially the long distance routes. We must find
a better way to do this, and we are open to many new ideas.

Before I close, I ask unanimous consent that the Brookings Insti-
tute report entitled, “A New Alignment: Strengthening America’s
Commitment to Passenger Rail” be included in the record.

[No response.]

Mr. DENHAM. Without objection, so ordered.

[The Brookings Institute report entitled, “A New Alignment:
Strengthening America’s Commitment to Passenger Rail” can be
found on page 119.]

Mr. DENHAM. Again, I want to thank the witnesses for being
here today. I would now like to recognize Mrs. Napolitano from
galifornia for 5 minutes to make any opening statement she may

ave.

Mrs. NAPOLITANO. Thank you, Mr. Chairman. And I too want to
thank you for holding the hearing and kicking off our work to reau-
thorize Amtrak.

I do believe the best way to approach Amtrak’s future is to fully
understand its past. In 1971, passenger rail service was in steep
decline. And the creation of the Interstate Highway System and de-
velopment of jet aircraft taken its toll on the private railroads.
Losses reached an all-time high of about $750 million annually, or
about $4 billion in today’s dollars. To prevent elimination of pas-
senger rail service in the United States, Congress did step in and
created Amtrak, stating that a modern, efficient, intercity rail pas-
senger service is a necessary part of a balanced transportation sys-
tem, and that the public convenience and necessity requires a con-
tinuance in improvement of such service.

At the time, Congress recommended moving away from treating
passenger’s rail as a separate entity. Congress wanted to focus on
development of a coordinated approach to transportation that pro-
vided balance amongst all modes. Legislation to achieve that bal-
ance was, unfortunately, abandoned, as Congress feared that delay-
ing the action on passenger rail legislation would lead to the de-
mise of the entire rail system.

As a result, when Amtrak was born, it was a mess. Just 1,500
employees were responsible for safety operation of 26.3 train miles.
That infrastructure, facilities, and equipment that Amtrak inher-
ited from railroads were in a serious state of disrepair. In one par-
ticular glaring example, Amtrak was not able to replace a 100-year-
old bridge it inherited until enactment of the American Recovery
Reinvestment Act in 2009, despite the service disruption the aging
bridge had created for years.
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Similar challenges posed by aging infrastructure today seriously
hinder Amtrak’s ability to further improve service and increase
revenues. Make no mistake about it: That is our fault. We never,
ever gave Amtrak the resource it needs to accomplish a state of
good repair, much less maintain its current system. In part, these
challenges stem from the fact that, before Amtrak was created, the
Federal Government has created—treated railroads, both freight
and passenger, differently than other modes of transportation. We
have a different planning process for highways, transits, and rail,
which makes no sense. We have different funding streams.

From 1947 to 1970, when Amtrak was created, the Federal Gov-
ernment spent $11.3 billion on aviation. In the same period we pro-
vided $52.4 billion for the development of Interstate Highway Sys-
tem. While most of the money came from user fees, at least $8 bil-
lion were from the General Fund. Today the annual Federal spend-
ing on highway construction exceeds $42 billion. We have not spent
that much on improved rail services in 43 years.

We often gloss over the fact that this funding does not all come
from user fees. But in 2008 a total of $46.3 billion in General
Funds has been transferred to the highway account of the Highway
Trust Fund to keep the trust fund solvent. And an additional $6
billion has been transferred to the mass transit account.

Despite the considerable constraints that Amtrak is forced to op-
erate under, our national rail carrier continues to set new ridership
and revenue records, and demand for services is ever-increasing.
Just last month, more Americans rode the rails than any other
month in Amtrak’s history. And Amtrak is on track to set yet an-
other yearly ridership record.

So, Mr. Chairman, we have an opportunity here to help Amtrak
build on this considerable success. So let’s go in a new direction,
the one that—as envisioned by the creators of Amtrak back in
1970. And let’s create a balanced surface transportation system.
We have deficient roads, deficient bridges, and significant needs in
transit and passenger and rail service—freight rail. That calls for
unified short and long-term planning and dedicated financing,
which our President proposed creating his fiscal year 2014 budget
request, a Transportation Trust Fund to help finance our freight
and rail passenger needs.

I look forward to exploring this a bit more with the witness, and
I thank Ms. Corrine Brown for asking that I come and sit in, be-
cause I wanted to learn more about Amtrak. Thank you, Mr. Chair.

Mr. DENHAM. Thank you. I now call on the full committee chair-
man, Mr. Shuster.

Mr. SHUSTER. Thank you, Mr. Chairman, and I appreciate you
holding this hearing today. I want to welcome Administrator Szabo
and Mr. Boardman. It is good to have you here today. And if we
are going to enact meaningful reauthorization, we need both of
your input as we move forward. So again, this is a good place to
start that conversation.

As T have previously noted before, the rail reauthorization is one
of the committee’s top priorities, and we have got a lot of hard
work ahead of us to develop, draft, and pass a rail reauthorization.
And a major part of that will be Amtrak as we move forward.
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From the beginning of our history in this country, from the ca-
nals to the transcontinental railroad, to the Interstate Highway
System, infrastructure plays an extremely important part in the
health of the economy of the United States. And now, more than
ever, as the Nation continues to grow, as we go from 300 million
to 400 million people, and you look—that population does not all
move into the South and to the West, the Northeast Corridor and
these other densely populated corridors are going to have to look
at alternative ways to move people. And Amtrak needs to be part
of that equation.

Our role in the Transportation Committee is to make sure that
we are investing money wisely in infrastructure to make sure that
we are going to maintain competitiveness, globally. It is absolutely
critical, if you are talking about jobs, economic development, trade.
The fourth thing that you roll off your tongue is transportation.
Thedsystem needs to be in place, again, to move people and to move
goods.

Amtrak in the Northeast Corridor is one of our most valuable as-
sets. And we need to make sure that the investment that Amtrak
is making is geared towards or focused on those important assets
that we have. And, as I said, the Northeast Corridor is one of those
that we need to focus like a laser on.

We may disagree on the funding levels, but I am very encouraged
that both the Administration and Amtrak believe that there needs
to be reform and improvement as to how Amtrak operates. For the
last 40 years, I don’t believe the current structure of Amtrak has
allowed it to run like an effective business. I know that Mr.
Boardman has made some improvements at Amtrak, but I think
there is a lot more we can do there. And again, the focus being on
the Northeast Corridor, which has been underinvested over the last
40 years.

But I believe this is a great starting point. All of us new Mem-
bers and veteran Members need to take a real hard look at Amtrak
and improving it as we work towards a reauthorization bill. So
again, I thank the chairman for not only holding the hearing, but
for diving into the policy details. He has been doing a great job,
and we really appreciate that. So again, I yield back.

Mr. DENHAM. I now recognize the former committee chair for any
brief comments he may have. Mr. Mica.

Mr. Mica. Well, thank you, Mr. Chairman, our subcommittee
chair. I want to thank you for your leadership on this hearing and
this issue. And, Mr. Chairman, thank you. Mrs. Napolitano, Ms.
Brown, others who are working towards reauthorization. I think
the last time we had a hearing we were reminded it took 11 years
to do passenger rail reauthorization with bipartisan cooperation
working with Mr. Oberstar and others, people of goodwill, we
passed that authorization which—the PRIIA—will need to be re-
placed. And we should do it as efficiently as possible, particularly
in a time of taxpayer losses.

You will probably hear some good news from Amtrak, and Mr.
Boardman has done his best. The problem always isn’t Mr.
Boardman or Amtrak. The problem is sometimes Congress, in that
it sets up the parameters by which Amtrak operates. That is why
this reauthorization is so important.
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Some of the subsidies per passenger ticket have come down a bit.
There is still $45.45 for last year, every single passenger ticket was
underwritten. That is the operating and capital subsidy for Amtrak
passengers. Some of the routes continue to be huge losses. We cited
last time you could pick someone up in a limo in New Orleans, take
them to the airport, fly them to Los Angeles, and have them deliv-
ered to their residence or location in the Metropolitan Los Angeles
area less than you could for Amtrak, again, with the subsidization
loss that we are now paying.

The largest carrier in the United States is by surface bus, private
operators, all who make a profit or go out of business. Many of our
routes could be changed out.

In a week in which we memorialize and recognize some of the
efforts of Margaret Thatcher, you have to look at her example of
privatization. Now, of course, back in 1971 we set up this Amtrak
Corporation. It took from 1982, when she began privatization in
the UK, to past her term with John Major instituting competition
in rail in the UK. They have had 20 years of experience, some of
it good, some of it not so good.

I intend to move forward with trying to open all passenger rail
service in the United States currently operated by Amtrak to pri-
vate competition. Nothing healthier than private competition. In
fact, European Union—and I just got back from riding one of the
trains there—improved State service because now in Italy they
have private-sector competition. And I am hoping in this reauthor-
ization we can lay the groundwork for better service for eliminating
some of the routes that lose incredible amounts of money.

When we are talking about closing down essential Government
services, and we are underwriting still—and I am anxious to hear
the projections for food service loss—where is my McDonald’s here?
Usually I have my McDonald’s about this time. But we have—we
grew from $83 to $85 million in losses on food service. And that,
in a time of incredible stress on our economy, losses, increasing
debt, we have got to address.

So, you can only put so much—there is my McDonald’s here—of
course I always use this as an illustration. Every cup sold on Am-
trak, and even with the news of more passengers, it is more under-
writing every time they buy a cup of coffee. While McDonald’s can
sell that for a dollar and make money, and some stores more, we
lose $1.60 for every dollar spent on food service in Amtrak. But this
wasteful loss has to come to an end. You can only put so much lip-
stick on a black hole financial operation, and you still have great
losses to the taxpayer.

So, I am interested in the bottom line and an open competition,
and improving service and working with Amtrak and the com-
mittee to make certain that we go down a path of competition, a
path of saving the taxpayer money, and providing good passenger
rail service nationally for all the American people. With that, I
yield back.

Mr. DENHAM. I would like to again welcome our witnesses here
today. Our first panel will include the Honorable Joseph Szabo, Ad-
ministrator of the Federal Railroad Administration and the Honor-
able Joseph Boardman, president and CEO of Amtrak. I ask unani-
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mous consent that our witnesses’ full statements be included in the
record.

[No response.]

Mr. DENHAM. Without objection, so ordered. Since your written
testimony has been made part of the record, the subcommittee
would request that you limit your oral testimony to 5 minutes.

Mr. Szabo, you may proceed.

TESTIMONY OF HON. JOSEPH C. SZABO, ADMINISTRATOR,
FEDERAL RAILROAD ADMINISTRATION; AND HON. JOSEPH
H. BOARDMAN, PRESIDENT AND CHIEF EXECUTIVE OFFI-
CER, AMTRAK

Mr. SzaBo. Well, thank you, Mr. Chairman, Chairman Shuster,
and to the members of the committee. Appreciate the opportunity
to appear before you today to discuss rail policy reauthorization.

Our budget request released yesterday reflects our reauthoriza-
tion priorities, and also reflects an emerging consensus that rail is
the mode of opportunity. By 2050 America’s transportation network
will need to move 100 million additional people and 4 billion more
tons of freight per year. And it will need to do it safely, reliably,
and efficiently.

Today our airports and highways are stretched close to their lim-
its, hampered by congestion that costs our economy more than
$120 billion per year. And these challenges underscore the need to
invest in more underutilized transportation alternatives, such as
rail, which can be the most cost-effective, least oil-reliant, most en-
vironmentally-friendly, and the safest mode to move both people
and freight.

Congress recognized this need in 2008 when it passed, with bi-
partisan support, 2 pieces of legislation: the Rail Safety Improve-
ment Act, and the Passenger Rail Investment and Improvement
Act. Both have provided the policy framework for our safety and
development initiatives now helping to fuel the resurgence of
American rail. Since these two landmark acts were passed, railroad
accidents have fallen to record lows, while Amtrak’s ridership and
on-time performance have risen to record highs.

Intermodal freight traffic surge last year to near-record levels.
And the freight rail industry continues to reinvest in capacity ex-
pansion like at no other time since the Gilded Age. Passenger rail
too is experiencing a renaissance. Amtrak has set ridership records
9 out of the last 10 years. And since 1997 its ridership has grown
55 percent, faster than any other major travel mode, and at a rate
three times faster than the American population growth during
that same period. And while all of this occurs, historic levels of
public and private investment are laying a foundation for a higher
performing rail system that is safer, more reliable, and more effi-
cient.

But PRIIA and RSIA and now set to expire at the end of the fis-
cal year. And as much as we have accomplished, much more needs
to be done to rebalance our Nation’s transportation network.

Our budget lays out a comprehensive blueprint for moving for-
ward. Its fundamental goal is to take a more coordinated approach
to enhancing the Nation’s rail system, a holistic, integrated strat-
egy that addresses rail safety issues, passenger and freight service
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improvements, and planning. Our new approach builds on the core
principles of PRIIA and RSIA, and it better reflects our on-the-
ground experiences, including the complex reality of a rail system
which mainly runs on privately owned track and carries a mix of
passenger and freight trains.

Safety remains our top priority. RSIA has enabled us to focus on
risk-reduction program regulations in some of the most challenging
areas of safety, from hazardous materials to track, highway rail
grade crossings, and rail trespassing. Fully implementing these
regulations will drive rail accidents to new record lows.

But continued capital investment that upgrade or eliminate the
need for public highway rail grade crossings, advancing the cre-
ation of sealed corridors, is another huge win for safety. We envi-
sion the domestic rail industry again being world-leading, an indus-
try that exploits intellectual capital—or exports, I should say intel-
lectual capital—and rail products all over the world. And will con-
tinue to manage our investments through a transparent process.
And, with your support, we can safely position our rail network for
its increasingly vital role.

Much of the rail infrastructure we rely on today was built by
past generations of Americans who acted boldly on our behalf. Now
the time has come for our generation, for the sake of our children
and grandchildren, to recapture that visionary spirit. A sustained,
long-term funding strategy similar to those in place for highways,
transit, and aviation will make that possible. And it is appropriate,
given the enormous pent-up demand for rail projects.

For the $10 billion this Administration invested in high-speed
and higher performing intercity passenger rail, we have received
applications from 39 States, the District of Columbia, and Amtrak
requesting 7 times that amount. Our reauthorization priorities will
enable us to continue answering this strong demand, and it will en-
able rail to continue moving America’s economy forward.

So, I look forward to discussing our proposal and working with
you, Mr. Chair and Mr. Chair, and the members of these commit-
tees, to meet our mutual goals this year. Thank you very much.

Mr. DENHAM. Thank you, Mr. Szabo.

Mr. Boardman, you may proceed.

Mr. BOARDMAN. Thank you, Mr. Chairman and all. One of the
issues we have heard a lot about this year is cash management.
Understanding how we do this is more important than under-
standing our budget request. Because we are a business, rather
than an agency, our budgets are much more fluid. We generate rev-
enues and our need for operating funding fluctuates, depending on
our revenue performance.

Over the last couple of years that performance has been very
good, but it hasn’t changed Amtrak’s basic situation. We are a cap-
ital-intensive business that does not generate sufficient revenues to
cover our operating costs, let alone fund capital investment. We are
a heavily seasonal business, one that is frequently affected by
weather and other events. And our real fiscal challenge is not so
much budgeting as it is cash management.

You will see that here, on the first slide. Over the last 3 fiscal
years we have used capital grant money to fund operating expendi-
tures on four occasions, none longer than 9 days’ duration and none
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more than 2 percent of the total value of our annual operating ex-
penses. All of our capital funds were eventually used for activities
in our approved capital plan.

We have actually been recognized by Treasury & Risk magazine
with their Alexander Hamilton Award for the efficiency of our cash
management, since it minimizes the need for duplicative work, pro-
vides us with a much-needed flexibility, and saves on unnecessary
expense.
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The next slide will explain why this is necessary. The seasonality
of our revenues is exacerbated by the periodic nature of our oper-
ating support payments and the challenges that come with an un-
predictable budget cycle. I would add that those challenges aren’t
just associated with the Federal budget cycle, although that is chal-
lenging enough. Each of the 15 States that partner with us to offer
service has its own budget cycle, and those cycles can affect when
States pay the bills they incur from operation of our State services.

There is an aspect of due caution involved in budgeting for a $4
billion company that has little liquidity as Amtrak enjoys. We typi-
cally have about $200 million in cash reserves, and there are points
where that reserve dropped below $100 million, which is a major
concern for us. Let me put it in real-life perspective. If you made
$400 a week, that means you would carry 520 around in your pock-
et. We have had to deal with the challenge that comes from having
a continuing resolution every year since 1998.
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This next slide will give you an idea of some of the challenges
we face in building an operating budget for the coming fiscal year.
We typically budget with the expectation that there will be certain
levels of disruption. In part, we would rather ask for the money up-
front than come back to Congress in the midst of a major event
with a sudden request for more funding. As you can see from the
chart, we are running a degree of calculated risk in 2014. Our
budget includes a projected total of $85 million from the States
generated by the Section 209 process that was mentioned earlier.

But the process of concluding and funding the new contracts is
still, for the most part, ahead of us. And if it doesn’t work out, serv-
ices will need to be cut. It will trigger shut-down costs for Amtrak,
with a change in revenue and generation cost structure.

While we do need the flexibility to use capital money to cover op-
erating expense on a temporary basis, there is another side to the
coin. When the financial situation is favorable, Amtrak does use
the operating money to meet capital and other expenses. For exam-
ple, we have used operating funds to ensure that Amtrak’s retire-
ment fund is currently fully funded.
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In the next slide we will explain another one of the investments
we have made. It will show a reduction in overall debt. And you
can see that during that glide path to profitability back in 1999 to
2002, it was funded by increasing debt. During this period, the
company was starved for cash. New York Penn Station was mort-
gaged, 30-year-old cars were sold and leased back to the company,
all to generate money Amtrak needed to keep things moving. We
have made a definite decision to change that.
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Be assured there are a lot of checks and balances in place to en-
sure that no abuses occur. And if you look at the next slide, you
will see some of the agencies, firms, and bodies that oversee Am-
trak’s financial transactions. We report our cash balances to the
FRA every day. And we also submit monthly reports so they are
very aware of both our immediate balance and our longer term out-
look. We are also audited on an annual basis, just as any publicly
traded company would be. It would be hard to think of an entity,
public or private, that is as thoroughly subject to scrutiny or over-
sight as Amtrak. Some even say we have more studies on us than
the Kennedy assassination.
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Over the last decade we have grown our ridership, cut our debt,
reliance on Federal support, and we brought new service to States
and regions that have fewer and fewer choices. We are doing the
right things and we are doing things right. Congress should be
proud of the job we have done.

But we faced very real capital challenges that have to be ad-
dressed. If we do not invest, we would expect to see not lower oper-
ating costs, but higher ones. Not higher speeds, but lower ones. Not
better on-time performance, but worse. Our fleet and Northeast
Corridor infrastructure are old and getting more fragile than they
have ever been. Each day the investment need grows. This reau-
thorization provides an opportunity to make a decision about what
kind of railroad we want and what kind of business we are going
to run.

For the benefit of our customers, our employees, and our Nation,
I ask you to address the needs for investment that provide for the
safe, secure transportation of our customers at competitive trip
times, with greater capacity to support our economy, and with a
national intercity mobility and connectivity in mind for Amtrak,
America’s railroad. Thank you.

Mr. DENHAM. Thank you, Mr. Boardman. Mr. Szabo, I wanted to
start first by discussing the budget that was recently presented.
This year Amtrak received $1.5 billion in Federal funds, but the
Administration is now requesting $2.7 billion for Amtrak in 2014,
and an average of $2.6 billion per year for the next 5 years.

You are seeking an additional $1.2 billion for Amtrak. What is
the need for the additional funds? Where do you expect the expend-
itures to take place? And what is the revenue system you are look-
ing to generate or offset that?

Mr. SzaBoO. It is really a matter of taking a look at what does
it take to do this right and to make sure that rail, whether we are
talking passenger or freight rail, plays the role that it is going to
have to play in meeting our growing transportation needs.

And so, it is a matter of drilling down in each of the distinct
business lines which we propose separating out and fully under-
standing what are the capital needs to bring that railroad to a
state of good repair, and ensure kind of three tenants that I come
back to: safety, efficiency, and reliability. And making sure that we
are making the capital investments so infrastructure and equip-
ment is fully refreshed, and then the capitalization takes place on
an ongoing basis for continuing renewal of the infrastructure in the
fleet, again, to make sure that we operate safely, efficiently, and
reliably.

So, we drill down in each of the business lines—as I said, the
Northeast Corridor—and take a look at the substantial backlog of
state-of-good-repair needs for the corridor to bring it to the state
that it should be.

And the other business line with the States, of course that re-
sponsibility is now transferred to the States under PRIIA Section
209, both the operating as well as the renewal of capital. And so
we are proposing that transitional assistance for the States that
phases out over the 5-year period.

And then again, for the long-distance network, which is kind of
that third critical business line, understanding, again, what it is
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going to take to do it right, to make sure it is safe, efficient, and
reliable.

And then the fourth category in the business lines would be
those national assets. To a great extent, one-time improvements
that need to be made, such as bringing all the stations into ADA
compliance, positive train control investments, as well as what
would—the elimination of legacy debt—and again, those are the
three things that would fade away—while also providing for the
overhead items such as the national reservation system, security,
and IT systems.

Mr. DENHAM. And to pay for it?

Mr. SzaBO. President proposes that we pay for this—take rough-
ly—of the $600 billion savings from the drawdown of the overseas
conflicts, $300 billion of that would go directly to deficit reduction,
$214 billion of it would go to the Transportation Trust Fund, and
out of there we would take the $40 billion that we need for a strong
5-year rail reauthorization program.

Mr. DENHAM. Thank you. And on the capital investments, how
much of the capital investments are you looking at for track, new
track, or track upgrades versus new trains versus bridges and sta-
tions, positive train control——

Mr. SzaBo. Yes.

Mr. DENHAM [continuing]. How much of it is going to debt?

Mr. SzaBo. I can give you that drill-down for the record. We can
provide that for the record. But essentially, what we have looked
at, we have accumulatively, you know, taken a look at what all of
those capital needs are. And so we can provide you a more detailed
breakdown for the record.

Mr. DENHAM. Thank you. Look forward to seeing that. The 2009
transitional assistance. PRIIA has been in place for 5 years now.
Obviously, we are very anxious to get a new PRIIA reauthorization.
But back to the 2009 transition assistance, what States are re-
questing assistance right now?

Mr. SzaBoO. Virtually all of them. I can provide for you the list
that has come in. But there have been several individual States
that have requested help, as well as broader——

Mr. DENHAM. Do the States not have it in their current budgets?

Mr. SzaBo. It is a challenge for them. It is a serious chal-
lenge

Mr. DENHAM. It is a challenge for the entire Nation. We have in-
creased our debt by a huge amount.

Mr. SzABO. Yes.

Mr. DENHAM. But the States, under 209, have each put it into
their current budgets. So my question to you is, if they have got
it in their current budgets, why would, after a 5-year transitional
period, after 5 years of PRIIA in place, why would we now reau-
thorize PRITA with an additional transition assistance? I am sure
they would like the additional revenue. I am sure they would like
to have a number of different revenues from the Federal Govern-
ment. But this was an agreement 5 years ago. Why would we ex-
tend new monies for States that are already budgeting in their cur-
rent budgets?

Mr. SzaB0. Chairman, at this time there are, in fact, States that
have not budgeted the appropriate dollars to maintain their cur-
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rent level of services. And so there are States that—where service
is at risk if some form of funding is not found.

Mr. DENHAM. We would like to see a list of those.

Mr. SzABO. Very good. We can provide that.

Mr. DENHAM. Mrs. Napolitano.

Mrs. NAPOLITANO. Thank you, Mr. Chairman. And on the same
line of questioning is, what would happen if they do not pay for
some of those services? What would happen to the rail line?

Mr. SzaBO. The service goes away. You know, in this—under
PRIIA Section 209, the responsibility for that corridor service be-
comes the State’s responsibility. And so, if the State cannot pay,
you know, for their service, their service would have to disappear.

Mrs. NAPOLITANO. And is this something they are aware of, and
are—have you notified them? Is this part of the incoming budget?

Mr. BOARDMAN. It is my responsibility to notify them, and that
will happen next week.

Mrs. NAPOLITANO. It will happen?

Mr. BOARDMAN. Yes.

Mrs. NAPOLITANO. But would you mind sending us a notice so I
can follow it up in my own area?

Mr. BOARDMAN. Certainly.

Mrs. NAPOLITANO. Thank you. Both of you, California has three
of the top five busiest Amtrak corridors, and they are all State-sup-
ported service routes: the Pacific Surfliner, the Capital Corridor,
and the San Joaquin. What does the budget, the Administration’s
budget for these services, how will the Administration, Amtrak
make sure that the State-supported routes continue to pay their—
what are you going to do?

What is it that you are going to convince the States to pay their
fair share? Because some of them apparently do not. And how will
they be forced to do that fair share? Will you diminish the amount
of service, or will you just totally say, “Sorry, you are not paying
your fair share”?

Mr. SzaBO. Yes, the fair share allocations actually were ad-
dressed under PRIIA. Under PRIIA Section 209, Amtrak, with the
assistance of FRA and all of the States, was required to come up
with a methodology, an agreed-to methodology, that would fairly al-
locate the cost and expense among the States. And in a consistent
basis. So this way, every State would pay their fair share, based
on the level of service that they chose to operate.

And so, ensuring the implementation of 209 is the, you know,
surest way to ensure that consistency. It is one of the reasons why
our program proposes the transitional assistance to the States, to
make sure that they have the ability to absorb this burden.

You know, and then, of course, through the second part of our
reauthorization proposal, the Rail Service Improvement Program,
States would have the opportunity then to apply for the grants on
a competitive basis for those service improvements that they would
like to make.

Mrs. NAPOLITANO. Thank you. Then another question is the
Highway Trust Fund is exclusively financed by highway users.
This is what our opponents have continued to argue, that this is
something they have a problem with. But that is no longer the
case. But the—Congress appropriate a billion revenues from the
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Highway Trust Fund. How can for-profit corporation effectively
plan for the future when it does not know how it will be funded
on a year-to-year basis? And does the current way of Amtrak fi-
nanced end up costing the taxpayer more money? And what sug-
gestions do you have to move forward with respect to this funding?

Mr. SzaBo. I will let Joe, in a minute, comment on the effects
that it has on his organization in trying to plan, you know, in an
environment where there is no consistency. But one of the most im-
portant reasons why we are proposing a 5-year reauthorization,
and why we are proposing that a rail fund be created inside a
broader Transportation Trust Fund, is to ensure that we can put
rail on parity with other modes like highways and aviation, and ac-
tually allow Amtrak and allow States to do good, long-range plan-
ning.

You know, the surest way to ensure, you know, success is to have
predictability and to be able to plan for it. And so that is part of
the reason why we believe it is so important that there be a dedi-
cated trust fund.

Mrs. NAPOLITANO. And we agree with you. Mr. Boardman, the
Passenger Rail Investment Improvement Act authorized the Sec-
retary to finance the early buy-out options in your leases to reduce
the overall debt. How much did you save, and thus save the tax-
payer, the Federal Government? How much would extending that
authorization save Amtrak and save the taxpayer money?

Mr. BOARDMAN. We think right now, for—we have got for 2014
to 2019, there is a cost to do this of a little over a half-a-billion dol-
lars, $572 million, with a net savings in the cost of $393 million.
So, going forward, we see a real potential here, even just in fiscal
year 2014. What we are requesting right now is to do a leveraged
buy-out of nine leases, costing $197 million. And that savings
would be $107 million.

Mrs. NAPOLITANO. Thank you very much, Mr. Chair. I look for-
ward to a second round.

Mr. DENHAM. Mr. Shuster.

Mr. SHUSTER. Thank you, Mr. Chairman. Mr. Szabo, I want to
start with you. The 209 funding that you are providing, it seems
to me the surest way for the States not to come up with the money
is for the Federal Government to say, “Oh, we are going to have
this fund out here for you, so you are not going to have to come
up with it.” What would be the incentive for a State to come up
with those dollars if the Federal Government is saying, “Don’t
worry about it, we are going to provide you that funding”?

I think that is the wrong approach. And in Pennsylvania—just
so everybody knows, when Pennsylvania decided to keep over the
Pennsylvanian—the Governor made that decision—the line that
goes right through my district, and that was a decision by the
State, and I think that that came up, they worked with Mr.
Boardman to figure out the funding levels, and so they came up
with it.

Again, far too often in the Federal Government—and we are
going through this right now with sequestration—a 2-percent cut
and the world is coming to an end. We have to make sure that Fed-
eral Government as well as State governments, everybody is rolling
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up their sleeves, figuring out in these tough economic times, these
tough budgetary times, how they are going to make ends meet.

So, again, explain to me why we think that is going to be helpful,
and not hurtful, for these States having to make the reforms the
need.

Mr. SzaBO. Yes, your comments are fair, but let me say this. I
think the key here—two things. The first one is I want you to un-
derstand we are not talking about funding transitional assistance
for their entire financial burden. We are talking about—only talk-
ing about the delta, the increase in the burden that States are
going to be facing.

Secondly, instead of this dropping on them all at once like an
anvil, it comes back to what I said before of the ability to predict-
ably plan. And so, a 5-year incremental phase-down allows them to
do that, to make sure that they can get their budgetary constraints
in order. They are going to assume the entire burden, but allows
it just to be phased in in a little more fair or rational approach,
rather than slugging them right in the face all at once.

Mr. SHUSTER. Well, again, they have known for some time now
that this was coming. And so, again, I think States need to—if they
are getting the service from Amtrak, step up to the plate. And
again, I am just concerned this is going to just allow States to punt
on this one and just wait until the Federal Government provides
them with the funding.

Talking about certainty, PTC. I understand that it is going to
be—very difficult for us to hit that timeline. So is the Administra-
tion looking at moving that date from 2015 down the road to allow
for these folks to be able to purchase or develop the PTC?

Mr. SzAaBO. Only Congress can change the date.

Mr. SHUSTER. Well, I

Mr. SzaBO. You know, our responsibility is, in essence, to execute
the requirements you give us. And as of right now, the requirement
that we are obligated to execute is that deadline of 2015.

Now, we did issue our report to Congress last year that does
itemize the list of challenges that the different rail carriers are fac-
ing. And I do believe that full implementation across the Nation is
going to be very, very difficult, if not impossible to achieve by that
2015 date. We can see partial implementation.

And so, if you go back to our report, what we recommended is
that Congress not in a carte blanche manner extend the date. But
instead, give FRA the authority to grant extensions on an as-need
basis, you know, based on a verified—you know, very verified and
documented understanding of the challenges that a particular rail-
road might be facing.

Mr. SHUSTER. So you are in agreement that 215 is probably not
going to be met by a significant number.

Mr. SzaBo. Not fully implementation. Partial, yes.

Mr. SHUSTER. And final question for you, the Administration is
proposing $190 million in grant funding to support freight rail
projects. Given that the freights are investing record numbers, why
does the Administration, especially at this time when our budgets
are as tight as they are, why are you proposing those freight
rail
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Mr. SzZABO. A couple of reasons. First off, again, we want our re-
authorization proposal to be viewed as one that is holistic. You
know, understanding that this isn’t about passenger rail, you
know, it has got to be about the rail industry. And it is all inter-
twined.

There are certainly rail projects out there where there can be
well-defined public benefits. And so we are talking about being able
to invest in the value of those public benefits, not the private bene-
fits. And I can give you some good examples, things like, in the
past, the Heartland Corridor or Crescent Corridor, the intermodal
operations that CSX and NS have invested in, projects like the In-
diana Gateway, where, you know, there is just tremendous rail con-
gestion that is affecting the movement of both freight and pas-
senger trains in and out of Chicago through a very, you know, tight
funnel there in Indiana, and has negative impacts upon the com-
munity.

And so, there are public benefits in these investments. And we
would only expect our dollars to go in to matching those public ben-
efits. We also believe that as the role that freight and passenger
rail grows, there will be additional negative impacts upon commu-
nities.

And so, we believe that it is in the public interest to provide for
community mitigation that eliminates some of those negative im-
pacts on those communities and enhances safety: grade crossing
improvements, underpasses, overpasses, things of that nature.

Mr. SHUSTER. And there will be a process, we will be able to see
some transparency on where those——

Mr. SzaBO. Absolutely. We would talk about a competitive grant
process, and one that would provide full and complete trans-
parency.

Mr. SHUSTER. I see my time has expired. Are we going to have
a second round?

Mr. DENHAM. Yes, we will have a second round. We will actually
be showing some slides on the funding of the different routes.

But I just want to clarify. In the budget we are continuing to
have questions about this $300 million on the State corridors. That
is a big disconnect from what we have up here. You are requesting
$300 million, but State-supported routes is about $100 million, $85
million of what we expect. So where is the other $200 million for
State-supported routes?

Mr. SzaBo. I will get back to you on the record, Chairman, to
make sure we have got a very clear breakdown for you.

But this is, again, holistically understanding both the capital, as
well as operating needs that the States are now going to have to
incur.

Mr. DENHAM. This is not my time, I just want to clarify, because
that is a huge disconnect.

Mr. Boardman, do you have any idea of the——

Mr. BOARDMAN. Yes, I believe that Joe is probably right. There
is a capital component of what they are talking about. So it would
be operating, because the 305 committee, as a part of PRIIA, began
to buy equipment and locomotives for the States.

Mr. DENHAM. OK, thank you.
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Mrs. NAPOLITANO. Mr. Chairman, could I request that that be
part of the record, to submit to us what the changes are, or what
the distribution is?

Mr. DENHAM. Yes.

Mr. SzABO. Yes, definitely.

Mr. DENHAM. Mr. Nadler.

Mr. NADLER. Thank you, Mr. Chairman. Mr. Boardman, with re-
spect to capital funding, the PRIIA authorized $6.7 billion in cap-
ital grants to Amtrak for fiscal years 2009 through 2013. The com-
mittee, this committee, worked closely with Amtrak on a bipartisan
basis to determine appropriate authorization levels.

Unfortunately, congressional appropriators provided Amtrak
with $4.7 billion instead of $6.7 billion, a shortfall of $2 billion.
What impact did this shortfall in the appropriations have on Am-
trak? And does shortchanging Amtrak result in more of a backlog
which ends up costing us more, eventually?

Mr. BoARDMAN. Yes. I think, Congressman, that what happened
always happens, and that is you do fall farther behind. Today, just
%n what we need to get done, we are in a backlog of about $5.8 bil-
ion.

But I think, more importantly—and I entered it in the record
last time, so I don’t need to do that again—is that it has been all
documented now at $52 billion. The number used to be $40 billion.
It is now

Mr. NADLER. What is $52 billion? I am sorry.

Mr. BOARDMAN. $52 billion to really bring the Northeast Corridor
to a state of good repair.

Mr. NADLER. So this $2 billion shortfall was for the Northeast
Corridor?

Mr. BOARDMAN. Yes.

Mr. NADLER. And the—can you tell us what impact that has had
so far, besides just a long-term piling up of more deferred capital?

Mr. BoARDMAN. We have been able to maintain our services
through maintenance. But, as I said in my testimony, the con-
tinuing underfunding of what needs to be done will result in poten-
tially slower speeds and potentially worse on-time performance,
and just generally degrading the Northeast Corridor.

Mr. NADLER. Let me ask you one other question. I am more fa-
miliar with the New York City Transit Authority. The mean dis-
tance between failures today is about 170,000 miles. In 1976, after
years of deferred maintenance such as Amtrak is undergoing now,
that figure was 6,000 miles. We instituted a series of capital plans
and got it from 6,000 miles to 170,000 miles. When it was 6,000
miles you couldn’t go anywhere because the cars were breaking
down all the time.

If we keep underfunding the capital needs of Amtrak, you are
going to have to do deferred maintenance. Can you see anything
like that happening over a period of time?

Mr. BOARDMAN. On equipment itself, we have a very strong pro-
gram of rebuilding and maintaining reliability. But I do see a prob-
lem, especially on the infrastructure of the corridor, of maintaining
it at the speeds that we really are operating now.

Mr. NADLER. So we have to slow the speeds?

Mr. BOARDMAN. Yes.
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Mr. NADLER. Thank you. And also, the Disaster Relief Appropria-
tions Act of 2013 provided Amtrak with $86 million in capital
grants and $32 million in operating grants to address repairs re-
lated to Hurricane Sandy. I understand that Amtrak has decided
not to accept the $86 million in capital grants because language
contained in the Act would prohibit Amtrak from using any of its
capital or debt service grants for operating expenses, including
temporary transfer of such funds.

Why is this language a problem for Amtrak? And what impact
will not being able to accept the $86 million have on Amtrak?

Mr. BOARDMAN. I think I tried to address that in slide 2 of my
testimony. Where Amtrak really has been was in a situation where
it had regularly—at least in four times in the last couple of years—
used the capital funding to support the liquidity it needed to oper-
ate the railroad. There was a clause in the Sandy Bill that said we
couldn’t do that. So

Mr. NADLER. Did that clause apply only to the $86 million, or to
all capital funds?

Mr. BOARDMAN. Well, we saw it in the future as being all capital
funds. But it did apply to the $86 million specifically, or that is the
way we initially——

Mr. NADLER. So you didn’t accept the $86 million because you
were upset with the precedent that might inhibit your future
use——

Mr. BOARDMAN. We actually didn’t—we actually used capital
funds for 2 days after this bill was signed. So we weren’t really eli-
gible for the $86 million at that point in time.

Mr. NADLER. Because you used it for operating for 2 days.

Mr. BOARDMAN. Because we dipped into the capital side. So we
need a legislative fix in order for us to access the $86 million.

Mr. NADLER. When this was being considered by Congress, you
were aware of it? And did you oppose it, this provision that said
you couldn’t use the capital for operating?

Mr. BOARDMAN. I believe we had discussions about it and were
not happy about it. I don’t know all the detail of that.

Mr. NADLER. And Mr. Szabo, Administrator Szabo, does this lan-
guage cause concern for FRA?

Mr. SzaBo. Well, it is certainly not prohibited by our grant. And
understanding that Amtrak is a private corporation, it is actually
somewhat a—the, you know, pooling of cash and floating of cash
is a widely accepted practice in private industry.

Mr. NADLER. So you—so this language for Amtrak causes you
concern?

Mr. SzaBO. The language would cause us concern, yes, yes. We—
you know, we believe that it is a practice that should not be prohib-
ited, and that the $86 million is, you know, so vitally necessary for
Amtrak.

Mr. NADLER. Thank you.

Mr. DENHAM. Thank you. Mr. Mica.

Mr. MicA. Thank you. Again, we have made some progress in ac-
counting and some progress in paying down debt and lessening
some of the subsidies. But I am still concerned about the size of
the losses.
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Mr. Szabo or Mr. Boardman, can you tell me from last year what
the loss was on food service? I go back to my McDonald’s illustra-
tion.

Mr. BOARDMAN. I will provide a written response

Mr. MicA. No, I want—no one has a clue as to how much we lost
and——

Mr. BOARDMAN. No.

Mr. MicA. Do you have a clue?

Mr. SzABO. I prefer to be accurate

Mr. MicA. Because you say you have got all these——

Mr. SzABO [continuing]. Congressman, so we will provide

Mr. MicA. You said you got all these accounting awards and ev-
erything, and neither the FRA Administrator nor the Amtrak lead-
er can tell us how much they lost in food service.

Mr. BOARDMAN. Nobody would ever give me an accounting
award, but they did give that to Amtrak.

Mr. MicA. But it is a simple thing. We went from $83 million

to

Mr. BOARDMAN. I don’t have the answer, Congressman.

Mr. MicA [continuing]. $85 million. Well, I would like that, be-
cause this cup of coffee, again, I can buy at McDonald’s, they can
make a profit. If it cost $1 on Amtrak, it costs the taxpayers $1.60.

And weren’t you subject to some sequestration requirements in
Amtrak?

Mr. SzaBo. Yes.

Mr. MicA. Were you, Mr. Boardman?

Mr. BOARDMAN. Yes. Yes, we were, sir.

Mr. MicA. What was it, 5 percent or something?

Mr. BOARDMAN. I don’t really remember the total.

Mr. MicA. Didn’t you look for areas where you could cut your
losses? Isn’t this—$85 million

Mr. BOARDMAN. Yes.

Mr. MicA. A lot of our figures have been—we could close down
food service on Amtrak and actually save taxpayers a huge amount
of money.

In fact, if you take the money that is coming in, which is—the
209 m};)ney will be about $85 million more, according to your chart,
209, the——

Mr. BOARDMAN. That is the expectation, yes.

Mr. MicA. Yes, yes. And we take the loss from food service. I
mean we are in the $200 million range.

Mr. Szabo, you came here—well, first of all, we looked at the dip-
ping in to the—if you look at the charts that were provided, it’s
kind of interesting, because Amtrak survives a lot on stealing cap-
ital for operating expenses, historically, at least with what you——

Mr. BoARDMAN. Well, it doesn’t really steal. You put it right back
again.

Mr. MicA. But——

Mr. BOARDMAN. If you look at, really, what was there, you were
taking it out and you were putting it back——

Mr. MicA. Well, we are taking it from capital—

Mr. BOARDMAN [continuing]. To manage the cash. And that was
what I was really trying to talk about. You had to have that cash
management——
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Mr. MicA. And it is kind of interesting. If you see the FRA
grants—now, some—not all the grants were subject to the restric-
tion we put on some of the transfer of capital money. Is that cor-
rect, Mr. Szabo?

Mr. SzaBO. No. It is my understanding that the way the lan-
guage is written, that it would prohibit the temporary float of
any

Mr. Mica. OK.

Mr. SzABO [continuing]. Capital dollars for the purpose of-

Mr. Mica. Well, I see these FRA grants—and this is your
chart

Mr. BOARDMAN. Oh, no, it is our chart. It is not——

Mr. Mica. OK. Well, somebody gave me the chart. It is showing
the influx of FRA grants——

Mr. BOARDMAN. Well, that is when the—when we would receive
money from the FRA——

Mr. MicA. But that was going on——

Mr. BOARDMAN [continuing]. Which would be dependent on
whether

Mr. MicA. Yes.

Mr. BOARDMAN [continuing]. Congress had passed the resolution.

Mr. MicA. And then this chart shows the use of capital to cover
operating expenses. That wasn’t just Superstorm Sandy, because
we have March of 2011——

Mr. BOARDMAN. Oh, no. We do that on a regular basis.

Mr. MicA. September of 2011 there wasn’t a superstorm.

Mr. BoARDMAN. That is correct.

Mr. MicA. March of 2012 there wasn’t a superstorm.

Mr. BoARDMAN. That is correct.

Mr. MiIcA. So it is sort of a pattern.

Mr. BOARDMAN. Yes, it is. It is a pattern. We use it and do it
on a regular basis.

Mr. MicA. May need—you may need some operational reserves,
and that would be prudent business practice

Mr. BOARDMAN. It would cost us more money to do that than the
way we are doing it now.

Mr. MicA. Well, again, I look at some of the information provided
and the calculations are a 4.5-percent increase in benefits and
other costs.

Mr. BOARDMAN. Those are labor contracts, yes.

Mr. Mica. Well, shouldn’t they be subject to, again, some reduc-
tions, in either reducing number of employees or

Mr. BOARDMAN. We actually have reduced the number of employ-
ees. But not on the operating side. We did not—we chose not to cut
service, because that is where our customers need

Mr. MicA. What about on the management side?

Mr. BOARDMAN. It is on the management side that we have cut.

Mr. MicA. OK. If you can provide the committee—I am inter-
ested—at a time when, again, we have got trillion-dollar deficits
growing, we are—you can’t even get into the building here, one of
the guards got me this morning, “Mr. Mica, we don’t have enough
people to service getting folks to their representatives.” And we are
paying a dollar—underwriting $1.60 for every dollar
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Mr. BoARDMAN. Well, I don’t know that that is the case. That is
the number that you testified to, but I don’t agree with that.

Mr. Mica. Well, I don’t—and no one seems to know, even with
the accounting awards, at how much our losses are on a major ac-
tivity. How are we doing on our credit cards? Can you use a credit
carlci.?for all transactions now? Are we a cashless operation on Am-
trak?

Mr. BOARDMAN. We are not entirely cashless. People can still use
cash.

Mr. MicA. Oh, no. Please don’t tell me that. I thought we—this
is something we have asked for

Mr. BOARDMAN. I think if you read a dollar bill it will tell you
you can use it, but yes, we are still using——

Mr. MicA. Even with your mobile phone you can get a device now
to charge things for people who do lawn work. And you can’t—we
still do not have common efficiencies in Amtrak. Yield back the bal-
ance of my time.

Mr. DENHAM. Thank you. Ms. Esty.

Ms. EsTy. Thank you very much. And thank you to my colleague
for allowing me to go and then return to a markup where we have
votes very shortly.

So, one just quick question, Mr. Boardman, as a frequent user of
the Northeast Corridor—and I want to thank Mr. Nadler for asking
a couple of the other questions that are of particular concern to us
here. Section 212 of the Passenger Rail Investment and Improve-
ment Act requires that the Northeast Corridor Infrastructure and
Operations Advisory Commission—requires them to develop a for-
mula for compensating Amtrak for commuter rail usage of the in-
frastructure facilities and services in the Northeast Corridor. Am-
trak is then required to work with the Northeast Corridor States
to implement a new agreement based on the formula.

Can you tell us what the status is of Section 212, please?

Mr. BOARDMAN. Yes, ma’am. We have had a regular working
group going on at the commission, looking at how the methodology
for providing those dollars would go forward. We are expecting a
report out from the commission in, we hope, the spring. It may be
summer before that happens. But we are working right along, as
required.

Ms. Esty. Thank you very much. Be very eager to see that, as
I know my Governor is very eager to see it, as well. Thank you
very much. And thank you again to the chairman and to my col-
leagues.

Mrs. NAPOLITANO. Would you yield, Ms. Esty?

Ms. Esty. I yield back the balance of my time.

Mrs. NAPOLITANO. Would you yield to me? Thank you. Mr. Mica
wants the cashless system, which means credit cards. Credit card
companies do charge retailers, including Amtrak, fees for using
them, which costs the taxpayer. How, then, is this going to save
money? Or does it cost Amtrak additional money?

I know you were talking about it costs more money to do it the
other way, versus what you are doing now. Please explain the dif-
ference.

Mr. BoARDMAN. Well, we do have a pilot program going on right
now with a cashless—in an effort to look at how a cashless system
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would really work. But we have not eliminated all the cash require-
ments at this point in time.

The debt cards don’t have all those same charges, I don’t believe,
but this is not an area I am a real expert in. There is going to be
a demand for the future. Somebody told me that, “It is you old
Baby Boomers are the ones that carry cash around in your pocket.
It is not us Millenniums and younger.” So there really is a demand
for it, as well. That is how people do pay for things today. So we
are trying to accommodate our customers.

Mr. SzABO. And, Congresswoman, if I could make a comment,
too, this is one of the important reasons—going back to Congress-
man Mica’s concerns, one of the biggest reasons why we think it
is important to now take a look at Amtrak by the individual busi-
ness lines we would require a 5-year business plan from them for
each one of their business lines. And in that business plan we can
start talking about costs associated with things like food service,
and better understand what is the plan to achieve better effi-
ciencies.

And certainly technology will likely be a part of that. It may not
be the entire solution, for the very reasons you and, you know,
President Boardman have discussed of meeting the needs of all of
the traveling public, as well as the potential costs involved, both
capital as well as operating, in just going entirely cashless.

Mrs. NAPOLITANO. Well, but how much does it cost Amtrak when
a credit card is used? Every time.

Mr. BOARDMAN. I will get a response to you, a written response
to you.

Mrs. NAPOLITANO. Would you? Because that adds up. I mean as
many employees you may have, as many services you might need,
then that would add up if—every time you do use your credit card.
Whereas the cashless, do you pay by check or do you pay actual
dollar bills?

Mr. BoARDMAN. We will give you a good

Mrs. NAPOLITANO. Thank you, appreciate it.

Mr. BOARDMAN [continuing]. Detailed response.

Mrs. NAPOLITANO. Thank you very much. Thank you, Mr. Chair.

Mr. DENHAM. Mr. Webster.

Mr. WEBSTER. Thank you, Mr. Chairman. I have a question for
Mr. Boardman. Do you do market share studies?

Mr. BOARDMAN. Absolutely, yes.

Mr. WEBSTER. Florida, which is where I am from, we have mil-
lions of people—in fact, probably 100,000 a day—come to my area
from just internal to United States. Is there a—do you have any
plans for increasing your market share there, and possibly maybe
even creating a better revenue source?

Mr. BOARDMAN. I recently went down and met with Secretary
Prasad and discussed how we might be able to provide additional
services. And so we are in discussion right now with Florida on
what they would like to have us do, especially along the east coast.
But we haven’t arrived at any agreements at this time.

Mr. WEBSTER. Yield back.

Mr. DENHAM. The Administration 2014 request proposes, Mr.
Szabo, to fund Amtrak through lines of business, Northeast Cor-
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ridor, State-supported routes, and long-distance routes. What is the
benefit that FRA has in allocating funding in that manner?

Mr. SzABO. According to the business lines, really, a couple of
things. We believe that it just provides greater transparency, it al-
lows for more accurate accountability, and we really feel it allows
us, as the Federal Government, to better understand just what
services that it is that we are purchasing from Amtrak.

Mr. DENHAM. And I think it is important that we do separate
them out that way. But followup would be the operating costs
versus capital. It goes back to our question on the $300 million on
the State corridors. If the current 209 funding is at $100 million,
why wouldn’t we separate it? Or why isn’t the Administration sepa-
rating out the operating costs versus the capital expenditure cost?

Mr. SzaBO. You are talking about for the State-supported serv-
ice? I mean, actually——

Mr. DENHAM. Well, I'm talking about all lines. I mean, obvi-
ously——

Mr. SzABO. Yes, yes, yes.

Mr. DENHAM [continuing]. Northeast Corridor still has——

Mr. SzABO. Yes. I mean, clearly, strong estimates were put to-
gether in both operating as well as capital needs in the preparation
of the budget. But it really would come back to the preparation of
that 5-year business plan in better understanding what will be Am-
trak’s operating and capital needs, based on that business plan, in
each of the next 5 years.

So, it allows for some elements of flexibility, again, to make sure
that we are getting the maximum value that the public should ex-
pect for the services we are buying.

Mr. DENHAM. And I would like to put up a slide quickly here, as
I utilize the rest of Mr. Webster’s time. Northeast Corridor profits
up 143 percent, likely to continue to increase, continue to do a bet-
ter and better job on the Northeast Corridor, very profitable, more
and more people riding it. State-supported routes, we are doing a
much better job, losses are down 24 percent. Federal share will
continue to drop. I know we still have that concern or question
about what the asset piece of this is. But dropping another 62 per-
cent.
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The big question is the long-distance routes. Losses are up 11
percent. PRITA had no impact in reducing those losses. The ques-
tion is on the long-distance routes. Actually, let me—Mr.
Boardman, let me ask you. Can Amtrak continue to afford in-
creased losses in long-distance routes?

Mr. BOARDMAN. I think that is up to Congress.

Mr. DENHAM. Well, what procedures or mechanisms would you
put in place to reduce those losses?

Mr. BOARDMAN. I think that it is very difficult with the way that
we operate our business model on the long-distance trains to ever
make it profitable, because you can’t get enough people on the train
to make that really happen.

I think where Congress has been on this, right from the begin-
ning, is that it is a common good for the United States, a
connectivity and mobility of coast-to-coast and border-to-border
service. Even if you charged a greater amount than the $9.50 that
Mr. Mica talked about earlier for a hamburger and a bag of chips,
you are still not going to get the kind of revenue that you really
would be looking for on some of these long-distance trains to really
make this happen.

There has to be an wunderstanding that maintaining the
connectivity and the mobility by Congress is a common good. If
that is not understood, this will never continue.

Mr. SzABO. And, Chairman, if I can add to that, I mean, first off,
we believe that it is very important that rural America not be
disenfranchised by, you know, eliminating this very necessary serv-
ice for them.

But we believe one of the strengths in our proposal, by having
the separate business lines, requiring the preparation of 5-year
business plans for each of those business lines, and again, making
the appropriate capital investments—it is a critical part of it—to
both infrastructure and equipment to make sure that this long-dis-
tance service is as safe, reliable, and efficient as possible, allows us
to take a look at where we can achieve additional efficiencies
through that business plan.

You know, we should not suffer any illusions that we are ever
going to make a profit on long-distance service. Clearly, on the cor-
ridor an operating profit can be made, and I think you are going
to continue to see significant growth in State services.

So the goal with long-distance, and I think we share this——

Mr. DENHAM. I understand the goal. I am out of time. I under-
stand the goal. Do we subsidize

Mr. SzaBo. What we have to do is

Mr. DENHAM. Do we subsidize the long-haul bus routes?

Mr. SzaBo. Well, you are seeing all that service fade away, sir,
which is what is making the long-distance——

Mr. DENHAM. Is there a Federal subsidy to United Airlines, or
any of the airline companies?

Mr. SzABO. I think you could argue that actually there is, if you
take a look at the entire transportation picture that every mode is
subsidized in one form or another, including the bus routes, which
are getting free use of a federally subsidized highway system. And,
in the meantime, all of this bus service to rural America is going
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away, leaving Amtrak as the only alternative for these rural com-
munities.

Mr. DENHAM. Thank you. Time has expired. Mr. Cummings?

Mr. CUMMINGS. At some point, it seems to me, that what you
said, Mr. Boardman, about connectivity and coast-to-coast trans-
portation is something that all of us should strive for.

You know, we can keep cutting and cutting, and you will end up
with zero. And I live in an urban area. I have lived there all my
life, and I will die there. But I will fight like hell for somebody in
rural South Dakota or wherever to be able to have access to trans-
portation.

Now, there are several issues here, and one of them is this whole
idea of competition. And I am convinced—see, you know, the—on
the one hand you have got a goal, I guess, of trying to have trans-
portation all over the country. And then you have got the North-
easﬁ gorridor doing a great job, I guess sort of subsidizing. Is that
right?

Mr. BoARDMAN. That is correct.

Mr. CuMMINGS. The others. But do you think—I keep hearing
these, you know, complaints about we need more competition, and
that will help matters. And there is probably some truth to that.
But, I mean, what is your reaction to that, Mr. Boardman?

Mr. BOARDMAN. I have a couple reactions. And one of the things,
if you will permit me for just 1 second

Mr. CUMMINGS. Yes, sure. I only got 3 minutes and 20 seconds,
but go ahead.

Mr. BOARDMAN. When we talk about profitability on the North-
east Corridor, for example, and 143 percent was put up on the
screen, it is, I think, sometimes very difficult to understand that
is only operating. That has nothing to do with capital. If you added
this book or even part of it, or even the existing capital that we
have in there, you would see numbers worse than what you see on
the long-distance trains.

And with long-distance trains, at least part of the cost is capital,
because we are operating on the private railroads’ line. And a huge
part of the cost for us, and what we look for, is what we pay the
freight railroads to provide that service. So, we are not really com-
paring apples to apples in the way that I know that we really want
to.

In terms of your question, though, about competition, and what
does it mean—and Mr. Mica’s gone. It wasn’t Margaret Thatcher
who privatized the British rail. In fact, she said that it was a pri-
vatization too far, and it wasn’t something that she was really
going to do.

And one of my big worries and concerns here is that what the
concept may be in reauthorization is we can split out the Northeast
Corridor, privatize the Northeast Corridor, and then operate or not
operate the rest of the country. This is a network operation. We
bring over a half-a-million people a year into the Northeast Cor-
ridor from the long-distance trains. That is 1,300 and some odd
people a day. That is 40 busloads of people that are being brought
into the Northeast Corridor.

Mr. CUMMINGS. And it is also our constituents.

Mr. BoARDMAN. That is correct.
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Mr. CUMMINGS. Let me ask you something, real quick questions.
Amtrak now carries 75 percent of travelers between New York and
Washington, DC. All of them travel through the Baltimore and Po-
tomac Tunnel under the city of Baltimore, where I live. As you
know, this tunnel is a bottleneck on the Northeast Corridor, and
is in desperate need of repair. The American Recovery and Rein-
vestment Act provided $60 million for the development of a new
tunnel alignment, as authorized in the PRIIA legislation.

Can you give me an update on the status of this project, how far
along we are in developing a new rail alignment? Further, once the
alignment is identified, do you have any estimate of how much con-
struction of that alignment would be actually—would actually cost?

Mr. BOARDMAN. Yes, we can. And we can do that, basically, Mr.
Cummings, because of this report. If you open to page 20 on the
report—and I think I gave every committee member a copy of
this—what you find is that we are in the preliminary engineering
and environmental analysis phase, which is a good thing. Because
if you look at a lot of the other projects in here, they are not along
that far.

And what that is going to allow us to do, then, with funding from
Congress, is to get to final design, and then we will know what it
is really going to cost us to replace these tunnels. Right now the
estimate is $1,500,000,000 in this report. So we are making
progress, and we appreciate the support we have gotten from you
and from others that we can make that progress.

Mr. CuMMINGS. And with regard to the—our—Penn Station,
what funds are currently available to Amtrak to support station
modernization?

Mr. BOARDMAN. I don’t have the number with me, but I will re-
spond to that in writing.

Mr. CuMMINGS. Well, we will send it to you in writing. Thank
you, Mr. Chairman.

Mr. DENHAM. Mr. Bucshon.

Dr. BucsHON. Thank you, Mr. Chairman. Mr. Szabo, as you
know, the Highway Trust Fund has not met the financial require-
ments for our infrastructure for quite a number of years, and has
required other money to be appropriated from other areas of the
budget to meet those needs.

And I see the Administration proposed funding Amtrak by rolling
it into an expanded Transportation Trust Fund funded by what
is—and maybe I am ignorant to this, but financed with mandatory
contract authority and discretionary obligation limitations. As you
know, we already have a transit system in our cities that is part
of the Highway Trust Fund designated funding stream, and we
can’t keep up with that, partially because they don’t contribute to
the Highway Trust Fund.

So, I am just interested in why the Administration thinks that
this is a good idea, other than taking away the discretionary proc-
ess from Congress for Amtrak. And be more specific about how you
think we can bring more money into what the Administration is
calling an expanded Transportation Trust Fund.

Mr. BOARDMAN. Sure, sure. First off, Congressman, I think it is
really important to note that with the establishment of the Trans-
portation Trust Fund we are not—absolutely not—talking about di-
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verting any of the existing revenues that go into the highway or
transit program. We are not proposing that any of those be di-
verted for rail. But we are, in fact, recommending that rail become
a part of a broader Transportation Trust Fund.

You know, recognizing the fact that we have to look at transpor-
tation holistically, multimodally, and start positioning ourselves so
that whether it is moving people or goods, we can use the mode
that happens to be most efficient for a particular journey. And so,
rail, both passenger and freight, has clearly been the underutilized
mode. And so we have to give a parity with the other modes.

And so, that is why it is important that it become a part of the
trust fund. The funding for our 5-year reauthorization proposal
comes from the $600 billion savings from the overseas drawdowns,
allows $300 billion of that immediately to go to deficit reduction,
and then takes $214 billion to go into the Transportation Trust
Fund to fully fund the highway piece through the year 2020, and
transit, and allow the $40 billion that we are requesting for rail re-
authorization for our 5-year program.

Dr. BUCSHON. So using the OCO funds, so-called OCO funds,
Offseas Contingency Operation funds, obviously here in town we
have tried to use that for almost everything possible.

As you know, we are planning to draw down anyway. So in my
view it would be like saying, you know, that I plan on buying a
$40,000 car next year. And then, when next year comes around, I
say, “Well, I have decided not to buy the car,” and all of a sudden
my bank account has $40,000 in it because I didn’t actually buy the
car.

So, I just—my point is that, you know, we already have trouble
funding the Highway Trust Fund, based on the current funding
stream through the Federal gas tax. I am a little skeptical that,
with the proposal from the Administration, that we wouldn’t just
get ourselves in a pretty significant bind. And it is really theo-
retical money that really doesn’t exist, because we are broke.

And so, I was just curious. Like I said, other than taking away
the annual or how many ever years we appropriate money to Am-
trak, or authorize money for Amtrak and then appropriate it annu-
ally, other than taking that away from Congress, what would be
the benefit of putting Amtrak into an expanded Transportation
Trust Fund?

Mr. BOARDMAN. Predictability. It not only comes back to the par-
ity that I talked about, but predictability. For the first time with
rail, we would be able to make long-range plans and predictably in-
vest, just as we have been able to do now for, what, seven decades
for highways and roads, and you know, certainly several decades
for aviation and transit. And so, again, it comes back to the need
to give rail parity with the other modes, allow us to balance our
transportation network.

And, you know, in life all of us have to make priorities and
choose. And it doesn’t mean necessarily one thing or the other. It
means doing two or three things over here, and not doing three or
four things over here. And so, taking the $600 billion in savings,
directing $300 billion immediately to deficit reduction, and funding
transportation with $214 billion we believe are appropriate prior-
ities. It helps us get our house in order, both from a deficit reduc-
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tion standpoint, as well as making the very necessary upgrades to
our transportation network, particularly for rail.

Dr. BucsHON. Thank you very much. I yield back.

Mr. DENHAM. Thank you. Ms. Brown.

Ms. BROWN. Thank you. And hello, Honorable Szabo. I have not
seen you in a long time. And Mr. Boardman. I have a couple of
questions.

Let me just say I was watching the news recently and I saw that
Amtrak ridership was up. It was a big story. So can you give me
some in-depth information about it? Because it is very exciting for
me to know that people are riding the train. And we understand
that we in Florida are not just competing with Alabama and Mis-
sissippi and those other nice States, but we are competing with the
Chinese that have put $350 billion into rail. And we are just truck-
ing along. You know, we are the caboose, and we don’t use cabooses
any more. So would you just give me some updates? I am very ex-
cited about it.

Mr. BOARDMAN. [——

Ms. BROWN. And I am one Member, and I am probably the only
one, that would not put a dime of the savings into deficit reduction.
That is a long-term problem. I would put every dime into infra-
structure investments. That is my position, but I am not the Presi-
dent and I am not the only Member of Congress. But no, that is
my position. I want to grow the economy. I want to invest in infra-
structure.

We used to do that. We used to do it on a bipartisan method here
in Congress. And I hope we can get back to it. We want to put peo-
ple to work. So that is my opening statement, Madam Chairman
and Mr.—and my question, I told him. Tell me about two things.
Tell me about that big news story I saw on television.

Mr. BOARDMAN. We have been—Congresswoman, it is good to
have you here.

[Laughter.]

Ms. BROWN. I was at the VA.

Mr. BOARDMAN. You always ask me the question, and then you
take me on another trip.

One of the things that I think that are—I don’t have all the num-
bers in front of me, we would be happy to give you all the num-
bers—but we are setting records that we have had the greatest rid-
ership on record for March in our history. For any month that Am-
trak has operated.

Why and how are we doing that? Well, I would like to think we
are meeting our customers’ needs. Their wants, their needs, their
expectations. We are also managing our revenue. We are managing
what we do for making equipment available, so we are maximizing
the number of seats that are available, we are increasing our ca-
pacity in every way that we can. We are looking for ways to make
sure that we are reducing the cost to the Federal Government for
the services that are out there, whether they be capital invest-
ments or whether they be operating investments.

So, it is really that foundation of safety, the focus on the cus-
tomer, and then we see something better on the bottom line.

Ms. BROWN. Would you talk about Hurricane Sandy? How are we
recovering from that?
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Mr. BOARDMAN. We recovered a lot quicker than anybody ex-
pected. We pushed very hard. We were open again by the second
night going into New York City. And within 3 days we were open
again to Boston, because it was at a critical time for us to move
for Thanksgiving, which is our greatest ridership and revenue in
all the year.

And what we found was even though the original projections
were we were going to lose more, we actually began to recover
quickly. So we are recovering what we will have lost, to the largest
extent, because of this increase in ridership and revenue. We still
had a problem in a short period of time, and we don’t have the cap-
ital to fix the problems that we had during Sandy.

Ms. BROWN. Can you tell us the importance of dedicated funding
source, and what would it do for passenger rail in this country?

Mr. BOARDMAN. I think it would stop us having to do these piece-
meal investments. And I believe that all of you up there want to
figure out a way to make that happen. I understand that. This is
a difficult time in our Nation to figure out how to finance the
things that we really need to do, and balance the transportation
modes. I think that Joe and the Administration have really tried
to look at this and put a reasonable foot forward on it. I think it
is difficult on all of you to figure out how are we really going to
make this happen.

Ms. BROWN. Mr. Szabo, I have got a few seconds. You want to
add anything?

Mr. SzaBOo. Well, just that, you know, we continue to see rail as
the mode of opportunity for the future. I mean you just take a look
at the dramatic growth in passenger rail. And it is not just on the
Northeast Corridor or in the State-sponsored service, but it is also
on the long-distance network. And the more that we can ensure the
safety, improve the reliability, and continue to achieve efficiencies,
the more it is going to continue to grow.

Ms. BROWN. Thank you.

Mr. DENHAM. Mr. Boardman, we recently got the Brookings In-
stitute’s recommendations, the book that I had held up earlier, fo-
cusing on the Federal subsidies on the Northeast Corridor and the
State-supported routes, and having States pick up more of the re-
sponsibility for money-losing long-distance trains.

How would Amtrak support such a structural change to how the
long-distance trains are funded?

Mr. BOARDMAN. For the record, because you have put the report
in the record, I think that the Brookings Institution was right in
some areas. They are not right about long-distance trains. There is
not going to be a compact of States that begin to finance long-dis-
tance trains.

States do not want—and, Chairman Shuster, in the discussion
that led to the Pennsylvanian being resolved, there was an under-
tone all the time of the necessity or the lack of necessity that there
was to actually get passengers to Chicago. That is not what Penn-
sylvania wanted to do. It wanted to get people from Philadelphia
to Harrisburg, and then on to Pittsburgh. But they resented the
fact that part of that train’s function may really result in moving
people in interstate service.
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And I think that is part of the problem here, in looking at a com-
pact of States. I guess the way I look at it, Chairman, is that we
have one. It is the United States. And it is the United States who
has to figure out how, for the common good, we are going to con-
nect our Nation together.

Mr. SzABO. Just for the record, Chairman.

Mr. DENHAM. Mr. Szabo.

Mr. SzABO. The Administration would echo that, that when it
comes to the long-distance network, we believe that compact of
States is the United States of America. And so it becomes our re-
sponsibility to ensure that we have a strong, reliable, and efficient
long-distance passenger rail network. We think the proposal that
we have put forward gives us both the capital, as well as operating
support that it is going to take to do that, that the more efficient
that we can make—or I should say the more reliable we can make
the system, the more efficient we are going to be able to make it.

Mr. DENHAM. Thank you. I have limited time, but I do want to
just touch on that real quickly. The question is efficient. And
whether you are talking about California high-speed rail or the
Northeast Corridor, you start having to make tough decisions on
the amount of stops that you have. The more stops that you have,
the less efficient you are.

And the real question really becomes does a State need a stop
if it stops at 2:00 a.m. You know, does that State then say, “No,
make the rail more efficient. Don’t stop here. We will bus people
to the next State so that we can have that connectivity”?

Mr. SzABO. Let me answer that in two parts. I mean, first off,
we really believe—and again, our proposal places a strong empha-
sis on this, that as we move forward, these decisions really have
to be market-based. We have to do good planning, we have to do
strong planning, and we have to make sure that States and re-
gions, as they put their plans together, you know, understand the
types and levels and frequency of service that are most efficiently
going to meet their market needs.

When it comes to the long-distance network, you know, yes, there
are some challenges with service hitting these communities at 2:00
a.m. and 4:00 a.m. It is kind of the nature of the beast. And I am
sure those communities would argue that they would prefer to see
service in the a.m. You know, but unless you are having a con-
versation about doubling service on the long-distance network,
there is going to be winners and losers in that a.m./p.m. battle.

And for rural America, they are still going to tell you, Mr. Chair-
man, that they would rather have that service than not have any
at all, because aviation is leaving these rural communities, inter-
city bus is leaving these rural communities. And rural America has
to have some transportation options.

Mr. DENHAM. Thank you. It is certainly an area that this com-
mittee will continue to look at. But I think that warrants probably
a hearing all of its own.

I did want to get back to the budget. Mr. Szabo, both the House
and the Senate 2014 budget resolutions include no funding—no
funding—for high-speed rail grants. Given that the reality of lim-
ited fiscal resources, huge trillion-dollar debt increases year after
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year after year, even though this President said it is un-American
to have increased debt, we continue to see $8 trillion of new debt.

I know the President’s focus on fix-it-first. But if we are going
to fix it first, why is the Administration again proposing billions of
dollars of new high-speed rail projects, like in California, when
there is $30 billion of backlog of capital projects on the Northeast
Corridor? If we are going to fix it first, are we going to fix it, first?

The question is are we going to fix it first, or are we going to
continue to throw more money at things like California high-speed
rail, the Recovery Act, the stimulus dollars, $8 billion—and while
I can appreciate Ms. Brown being willing to give Florida’s money
to Mrs. Napolitano, that money is still not being spent. So why in-
crease spending in this year’s budget for high-speed rail when we
haven’t even spent the money from 3 years ago that is still sitting
in a pot?

Mr. SzaBo. Well, actually, all of that money has been awarded
and about $3.6 billion of the $10 billion is either construction that
is completed, currently underway, or we will be initiating here in
the next couple of months.

But going back to our budget proposal, a significant portion of it,
it is all about—the top half of our proposal is all about fix-it-first.
It is all about meeting the state-of-good-repair needs for the North-
east Corridor. So, we take into account all of those fix-it-first needs
for the intercity passenger rail network.

But again, it comes back to having priorities. And we believe that
rail is the mode of opportunity, has to be put on equal footing with
other transportation modes. And because, as a Nation we have
failed to invest in higher performing intercity passenger rail and
high-speed rail, that these investments need to be made.

We have come forward with the funding plan, $600 billion of sav-
ings. These are real savings from the overseas drawdown, $300 bil-
lion immediately going to deficit reduction, $214 billion going into
the Transportation Trust Fund to make sure it is solvent through—
I believe it is the year 2020. And then it funds our 5-year proposal,
the $40 billion that we are looking to take care of both the fix-it-
first needs, as well as moving forward with investments.

Mr. DENHAM. Thank you. Mrs. Napolitano.

Mrs. NAPOLITANO. Yes. Just changing track, if you will. Your
statement, Mr. Szabo, indicates that rail trespassing accounts for
63 percent of all rail-related fatalities. My district sometimes has
more than one a year in rail crossings, whether it is railroad or
Amtrak.

They could be preventable. I know the railroad has a program.
But what investment does this budget make in highway rail safety
improvements and education? And where are these workshops re-
ferred to being held? And what is it that we need to know to be
able to take advantage or—because I do have a lot of rail in my
area, to be able to tell my cities, my communities, my schools, that
they can access assistance in being able to educate their youngsters
and their families.

Mr. SzaBo. Congresswoman, let me start by saying, first off, we
are particularly proud that, by virtually every statistical measure-
ment, this was the safest year in railroad history. But

Mrs. NAPOLITANO. But it is still high.
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Mr. SzaBo. Exactly. And that is where I was going to go. And
that includes grade crossing fatalities. But they are still way too
high and, you know, a significant challenge for us. I will, for the
record, get you the information on where the additional workshops
are being held as a followup to the workshop that we held in St.
Louis last year.

But an important component of our budget proposal, if you go
down under the area for—it is titled, “Freight Capacity,” which
really isn’t the best title. In there we are also talking about things
for community mitigation that would include the ability to do some
good work like the State of North Carolina has done in sealing
their corridors, in closing off additional grade crossings and build-
ing additional overpasses and underpasses. The safest grade cross-
ing is one that doesn’t exist.

Mrs. NAPOLITANO. Well, I know in our area we are trying to in-
clude more grade separations, because of the——

Mr. SzABO. Yes, yes.

Mrs. NAPOLITANO [continuing]. Alameda Corridor, which could
benefit the Amtrak.

Mr. SzaBO. And that is the type of project that would also be eli-
gible under that particular line item, things like the Alameda Cor-
ridor.

Mrs. NAPOLITANO. Well, there is a lot of issues with the—because
we are such a community that is divided by avenues and boule-
vards, instead of long distances. So we really have a lot of conten-
tion when it comes to congestion, when it comes to rail crossings
and all of that. The safety issue is great for us. So, I really would
have a great need to be able to see how this is moving along. That
is one area.

Then the other area would be to address track cost accidents.
FRA has issued regulation—concrete ties. Is it all Amtrak usage,
or is it just Amtrak-owned or State-owned? Because this really is
an issue. We have had—well, not recently, but we had about five
or six rail accidents in my area back a few years back. And a rail-
road replied back by doing replacement of some tracks because
they were having hairline cracks in their rail. What about Amtrak?

Mr. SzaBo. If I follow your question, the regulation on concrete
ties would not mandate concrete ties to be used everywhere, but it
does establish regulations for when they are used. And, obviously,
there are freight scenarios where they are the safest and provide
the best cost benefit to the freight carriers. They are certainly ap-
propriate in higher speed rail operations like the Northeast Cor-
ridor. The work that is being done in the Midwest, much of it is
being done with concrete ties.

An important part of our budget proposal is into research and de-
velopment. And we have been doing some very good R&D that I am
hoping to advance even further on track inspection.

Mrs. NAPOLITANO. With which university?

Mr. SzaBO. I would have to get you that for the record. Actually,
I believe there are a couple of them involved. But we are using
laser technology now, or investigating laser technology that actu-
ally does a far superior job of not only detecting the flaws, but in
hopefully, we hope, providing predictability in rail fatigue and help-
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ing us better understand when it is going to fail, so it can be re-
placed in advance.

Mrs. NAPOLITANO. Well, I hate to tell you, but laser technology
was being used on the rail tie that failed. And it wasn’t as helpful
as——

Mr. SzaBO. Well, it certainly isn’t the new technology that R&D
is proposing now.

Mrs. NapoLiTANO. OK. Well, we would love to be able to have
some of that information to be able to pass that on down.

There are other questions I will submit for the record, Mr. Chair-
man, but I thank you for allowing us to do this.

Mr. DENHAM. Mr. Shuster.

Mr. SHUSTER. Thank you, Mr. Chairman. Long-distance rail. And
I know New Orleans to Los Angeles, Sunset, is probably the big-
gest loser we have out there. Is there a breakdown from where the
ridership is? I am sure there is, but like New Orleans to Houston.
Does it go to Austin or San Antonio? I am not sure where—San An-
tonio?

Mr. BOARDMAN. San Antonio.

Mr. SHUSTER. And then from Texas to Albuquerque, New Mexico.
Is there a breakdown? I mean how many people are going from
New Orleans to Los Angeles? I got to believe very few.

Mr. BOARDMAN. Yes. There is an awful lot of on and off traffic
on the train. Maybe not so much on that particular one. That is
not our biggest loser. Our biggest loser is the one that goes through
Albuquerque. It is the Southwest Chief. That costs us the most.

Mr. SHUSTER. Where does it go?

Mr. BOoARDMAN. It goes from Chicago through La Junta, Colo-
rado, over the Raton Pass, to Albuquerque, and then on to L.A.
So—and I have a chart, Chairman, and it was in the last hearing,
where if you took the top six losers, you cut off all service to the
west coast from Chicago all the way—anything that lost over $10
million a year.

Mr. SHUSTER. Right. It seems to me that these long-distance—
you know, are the biggest problem. You know, refocusing, looking
at them from city to city, is that something that is possible to do?

Because, again, at some point you are going to have to make de-
cisions. We are going to have to make a decision. I believe we want
a national rail system. But at this time, do we step back and focus
on lines that, you know, city-to-city—New Orleans, the Houston, or
whatever it is, and focus our efforts there? And maybe some of
these for a period of time you step back away from them and sus-
pend them—because I believe if we do this in the right way, or-
ganically this thing grows. We have tried to impose this on the Na-
tion and it just doesn’t seem to be working.

And we talk about rural areas. I come from a rural area. Every-
body has got—98 percent of the people have cars. People aren’t
clamoring to get on trains and travel the United States. They have
their other modes to do it. And I know we don’t want to cut off
rural—as you mentioned, air service is being cut off. But again,
people have the wherewithal, the vast majority, to move about.

So, again, do you have an analysis on those city-to-city rides, and
a breakdown——
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Mr. BOARDMAN. Actually, people are clamoring to get on the
trains, believe it or not. You can’t get a bedroom, you can’t get a
seat many times in the summer time, because people do want to
see the United States on the train.

And if you looked at—back to your Sunset Limited example for
a minute—we operate that 3 days a week. We looked at operating
it 7 days a week, and the freight railroad that was involved said,
“OK, but it is going to cost you $700 million to do that, to get back
on that route for 7 days a week.” And that—therein, Chairman, is
the problem with cutting back.

If you cut back, then what you are going to have when you go
back to put it back in service, if you ever do? You probably can’t
afford to do so. You lose it. And that is the biggest difficulty here,
is losing the whole shebang.

Mr. SHUSTER. All right. Well, you mentioned about people clam-
oring to get on trains. If they are clamoring to get on trains, then
are we charging them enough money?

Mr. BOARDMAN. $900 for a bedroom. We are really charging them
a lot of money. And I didn’t mean to cut you off. It is just we have
a very high rate to do this. But you have got few people that can
get on that train.

And you are not going to want—your freight railroads, if all the
sudden you proposed to put another train out there, would be very
negative on that. And I don’t think that is what we want to do. We
want to get them on the railroads and off the railroads as quick
as we can.

Mr. SHUSTER. Because when I talk about charging enough
money, I ride the Keystoner frequently to Harrisburg. And every
time I do, my little back-of-the-envelope analysis, they charge me
somewhere between $29 and $39 one way. So, you know, $58 to
$79—$60 to $80 round trip. When I do the analysis, I don’t think
we are charging enough on those trains. And I know—the Governor
of Pennsylvania decides on rates, is that accurate?

Mr. BoARDMAN. We work with Pennsylvania on that.

Mr. SHUSTER. That sound right?

Mr. BOARDMAN. But it is something they probably want to charge
more for in the future.

Mr. SHUSTER. And I guess it is getting close to break-even, what
we have done there in the Keystone. Is that accurate?

Mr. BOARDMAN. Yes, I don’t know. Depending on break-even op-
erating——

Mr. SHUSTER. Operation, operation.

Mr. BOARDMAN [continuing]. The capital.

Mr. SHUSTER. Yes, operationally. So, again, and we need to look
at those kinds of things. Because, again, I do an analysis and fig-
ure $100 for a business traveler being on the train, productivity,
eliminate the headaches to get in and out of Philadelphia or New
York or in the corridor. So I think those are things we need to real-
ly look at.

You mentioned, too, that there is not a significant number of peo-
ple on these long-distance trains—what kind of increase would you
have to see to move the needle to see significant reduction in the
cost?
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Mr. BoARDMAN. I think what you are asking for—and we will
give it to you—is an analysis of the long-distance network, and the
way that it could operate or not.

Mr. SHUSTER. Right. And I see my time has expired, but finally,
you know, I think you said there is $10 billion—when the chairman
was asking you about the money that is not spent, you said $3.5
billion is spent.

I still think we have to take a real hard look at what we are
doing in California. I mean it is not in my lifetime that they are
ever going to come up with the money to build a high-speed rail
from San Francisco to Los Angeles because that State is in bad fis-
cal condition. But redirecting that money—and, of course, I would
make the case, and maybe offending my California friends, that
that money going into the Northeast Corridor would be a huge ben-
efit. And 5.2—it is about two-thirds of your backlog that you have
in the Northeast Corridor.

But even if I back off of that—I see Mr. Denham is lighting up
the little—if you took that $3.5 billion and you put it into the San
Diego-Los Angeles system, or the San Jose-San Francisco, I am told
by those folks that operate those trains in the transportation world
there, that would be significant reduction in time from San Diego
to Los Angeles. And if any place in the world needs help to reduce
congestion, that is the Los Angeles and San Diego leg or the San
Jose-San Francisco leg.

So, I hope that is something that we look at, because that is $3.5
billion that they may build that length through the Central Valley,
but $60 billion more is just—to me—I think it is going to be a com-
plete boondoggle——

Mr. SzaBO. I will just say this, Chairman. We remain both com-
mitted and bullish on the California high-speed rail project. And
one of the reasons why in our budget proposal, you know, we are
calling for additional planning dollars is to make sure that we can
continue and complete the Northeast Corridor future study, which
is going to be imperative, so they are both eligible and ready for
future investments.

And that was the biggest challenge 4 years ago, because the
States hadn’t come together on a unified vision because good plan-
ning hadn’t been done on the Federal level or the State level. They
really weren’t well positioned for the type of investment that you
are talking about that is so necessary to allow that to become the
shining star that it can be.

You know, it is great service today. But there is no question that
we can make

Mr. DENHAM. Mr. Szabo, I am going to have to cut you off, and—
Mr. Shuster went way over his time, and I am trying to run a tight
ship. And Ms. Brown has been very patient. She and I are going
to be traveling quite a bit across the Nation, and I need to stay on
her good side. So, Ms. Brown?

[Laughter.]

Ms. BROWN. Thank you, Mr. Chairman. I guess you didn’t think
about that when you mentioned the fact that we sent $3 billion to
18 other States that the legislature and the people of Florida had
indicated that they were all on board and all supportive, and 1 per-
son—the Governor at the time—sent that money back to the Fed-
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eral Government. And over 200 stakeholders came to Washington
on plane, rail, and everything else to try to get our money, and 18
other States got the money and put people to work.

But let me just say something else. We did have an election. And
I don’t know what it means to anybody, but I think the President
won. And I think some of his proposals should go through. I mean
maybe I am by myself. But I do think some of his proposals should
go through. And when I sit here and listen to people talk about
transportation, I guess I am the only person in the room that re-
member when we had Katrina over 3,000 people died because they
couldn’t be moved out of harm’s way. Over 3,000 people. They
couldn’t be moved.

So, we need to think out of the box, like the rest of the world.
Think out of the box. How are we going to move our people out of
harm’s way? How are we going to continue to do that? It is not just
hoxj)v much it costs. What is the cost of life? What is the cost of serv-
ice?

We—Mr. Boardman did not reinstate the Sunset Limited on the
other side. I have had two meetings with the mayors, elected offi-
cials from New Orleans to Orlando that is interested in reinstating
that system from New Orleans to Mobile to Pensacola to Tallahas-
see to Jacksonville and Orlando. That is a lot of interest in rein-
stating that area. How do we work with the local officials when you
have Governors that have their head in the sand, or think like
some of my colleagues that, I guess, everybody should have a car.
Well, those people in New Orleans did not have cars.

And now, if we have another hurricane, how we going to get
them out of harm’s way? That is—remains the problem. We need
to continue to think out of the box. How we going to move our peo-
ple if we are attacked? It can’t happen the day that the attack oc-
curs.

Where are we—I know we did a study on the Sunset Limited. I
have a meeting scheduled in July with all of those elected officials
coming to Jacksonville. We are very interested in reinstating the
Sunset Limited. And we know what was the problem. It wasn’t
that the people didn’t want the services, but the freight rail inter-
feres. And so you are arriving in New Orleans 2:00 in the morning.
That is the problem. We need a direct from—and you can call it
anything you want to—starting in New Orleans to Orlando, des-
tination to destination.

All right, Mr. Boardman.

[Laughter.]

Mr. BOARDMAN. We did do the study, Congresswoman. And, as
you know, our requirement on that particular study was to bring
it back to Congress and ask Congress to fund it.

Ms. BROWN. Congress?

Mr. BOARDMAN. Yes.

Ms. BROWN. Oh.

[Laughter.]

Mr. BOARDMAN. And that did not happen. So we didn’t progress.

Ms. BROWN. What is the possibilities of doing—you know my col-
leagues always talk about outsourcing or partnering or—there are
other people that is interested in participating. What is the possi-
bilities of us doing that?
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Mr. BOARDMAN. We are always interested in working with our
partners, and certainly working with you. In the end, though, we
always come back to the dollars that it takes to get the job done.
And I think that is what we have all been talking about here today
is how are we going to do that. And we are certainly interested in
it, but we have to have funding to make that happen.

Ms. BROWN. There are people that would be interested in just
cutting out the long-distance so those people in rural areas would
have absolutely no service, whether it is rail—that is the only serv-
ice they have now—I have forgotten the number of cities that is the
only service they have—they don’t have airplanes, they don’t have
buses. What—I mean I guess they don’t want mail for them, either.
I mean it is the United States of America.

Mr. BoARDMAN. I agree with that. I agree.

Ms. BROWN. I am not through. What I want to know is—back to
this budget, I see the President’s recommendation on this budget,
$214 billion for infrastructure for the shortfall, and $40 billion for
rail infrastructure. Is that going to be a grant-type program, what
we already have, wherein the Federal Governments put the grants
out and the State come in not with the Congress—I guess the Ad-
ministration actually administers it—and we get all upset when we
don’t tell—when the States don’t do what we want them to do.

Mr. SzaBo. Yes. Congresswoman, if I followed you correctly, if we
are talking about the allocation of-

Ms. BROWN. Yes.

Mr. SzABO [continuing]. The drawdown dollars, OK, $300 billion
go to deficit reduction, $214 billion would then go to help fund the
needs of the Transportation Trust Fund. As you know, the High-
way Trust Fund and others already have their own challenges, and
so that would assist in essentially helping the Transportation Trust
Fund for highways, transit, and rail, the highway and transit por-
tion being fully funded out to 2020, and then taking care of the
funding needs for the $40 billion 5-year rail reauthorization.

And yes, our program going forward for the rail service improve-
ment program, the new improvements, would be a competitive
grant process that has to be based on sound planning, good market
analysis, and understanding the transportation needs of States and
regions, and how rail fits that role.

Ms. BROWN. I just got one final question. When a State comes
in and applies—like California, for example—and they said—I don’t
know why I want to use California, but they come in and apply and
we in Congress don’t think they made the best decision, but Cali-
fornia and the people of California applied, and they got the grant,
can we have the opportunity to change it if we decides—or is it
something about states’ rights that still exists, but only when we
want it to exist?

Mr. SzaBo. Well, obviously, if you have a competitive grant proc-
ess, and somebody is selected as part of that competition as having,
you know, one of the most meritorious projects, I think it would be
highly inappropriate or irregular for Congress to try and override
the terms of a competitive grant process.

Mr. DENHAM. Thank you. As we finish up this hearing, just a
couple final questions on budgets and priorities. This was a good
segue into that.
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Mr. Boardman, the Northeast Corridor asset improvements,
about $30 billion?

Mr. BOARDMAN. $52 billion, according to the report.

Mr. DENHAM. $52 billion? And how about total system improve-
ments? What is the need?

Mr. BOARDMAN. Total system beyond the Northeast Corridor?

Mr. DENHAM. Yes, sir.

Mr. BOARDMAN. I would have to get you a number back. I don’t
have it on my head. It doesn’t—it is not a lot, because we don’t own
a lot. We have got Chicago, we have got New Orleans, and a few
other things.

Mr. DENHAM. And the $52 billion, that is just track, bridges—I
mean that is just basic infrastructure. That is not trains.

Mr. BOARDMAN. It is not trains.

Mr. DENHAM. And what about train and asset improvement?

Mr. BOARDMAN. We believe that we need to begin to replace the
Acelas within the next 5 years or so, and we are going through an
analysis right now of what that will cost.

Mr. DENHAM. And in the $52 billion, that is also stations, as
well, correct?

Mr. BOARDMAN. I believe so, yes. Correct.

Mr. DENHAM. OK. So, Mr. Szabo, the question I have is

Mr. BOARDMAN. And tunnels.

Mr. DENHAM. I am sorry?

Mr. BOARDMAN. And tunnels.

Mr. DENHAM. And tunnels. Obviously, I did not agree with the
stimulus package, did not agree with the Recovery Act. But the
point of it was, as Ms. Brown said, is the President was re-elected,
and it was his funding. But it was supposed to be for shovel-ready
projects. Obviously, we have got that money still sitting out there.
These were all shovel-ready projects, where you could put people
back to work not only immediately, but you could have put them
back to work 3 years ago. Fifty-two billion—I mean that is a pri-
ority that needs to be in our infrastructure currently, our current
plans.

Two questions. First of all, the way that we fund our rail is far
different from the way that we fund our overall road system, our
highways across the Nation. Why not have a trust fund for Am-
trak? And let me ask first, Mr. Boardman, would you want to have
a trust fund?

Mr. BoARDMAN. If we found a way to have predictable, regular
funding, absolutely. I don’t know if it is a trust fund, or what it
is.

Mr. DENHAM. So why not have a trust fund? And for that matter,
why not, like the Department of Transportation, have a separate
line item for the overhead expense of just having a national rail
system?

Mr. SzaBo. Well, I think, essentially, that is what we are pro-
posing in our budget proposal. We are proposing that rail have its
own dedicated trust fund, and we are proposing that we, you know,
budget according to each business line so we understand the serv-
ice that we are buying in each of those business lines and have,
you know, full transparency and accountability.
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So I think what you are asking me or what you are proposing
is certainly not far off from what it is we are proposing. I would,
you know, like to have some dialogue to better understand the dif-
ferences.

Mr. DENHAM. I would appreciate that dialogue. Let me go a step
further, because I don’t feel like your priorities line up for that, at
least the way that we are looking at in the budget.

For $40 billion over the next 5 years, but of that $40 billion 35
percent would go to Amtrak, 65 percent would go to high-speed
rail, so you get a very small percentage of the $52 billion that Mr.
Boardman needs to have infrastructure improvements.

Mr. SzAaBO. No. Actually, again, 100 percent of his state-of-good-
repair needs are fully met in our proposal. And then he remains
one of the eligible applicants for additional growth and develop-
ment and modernization.

Mr. DENHAM. In the 5-year budget? You meet 100 percent of his
needs in the 5-year budget?

Mr. SzABO. His state-of-good-repair needs.

Mr. BOARDMAN. Not the $52 billion, but the backlog of the $5.8
billion that we talked about. And I think what he is saying is that
we would be eligible for the other $52 billion out of the other 65
percent pot, if I understood your question

Mr. SzAaBo. Exactly. To enhance the Northeast Corridor to the
next level, you know, making the NEC future vision become reality
that would be eligible to compete under the Rail Service Improve-
ment Program.

Mr. DENHAM. OK. And as we are wrapping up here, just finally,
the $40 billion Amtrak—$26 billion, 65 percent of that, is in this
other pot. But you are saying that Amtrak would have an oppor-
tunity to bid——

Mr. SzABO. Oh, absolutely.

Mr. DENHAM [continuing]|. As every

Mr. SzABO. Absolutely, yes.

Mr. DENHAM. And of the $26 billion, 40 percent of that would be
allocated to California and to the current high-speed rail—$2.4 bil-
lion, approximately.

Mr. SzABO. No future dollars are automatically allocated any-
where. All projects would be expected to compete, you know,
through a competitive bid process.

Mr. DENHAM. You are already well on your way of funding Cali-
fornia high-speed rail. You are not just going to let the track run
from Merced to Bakersfield and then stop.

Mr. SzaBO. As I said, we are absolutely committed, as well, as
I said, bullish on the project. But we will not presuppose that any-
body gets any of these dollars that are expected to be competitively
bid. And so, based upon the applications, based upon the sound
planning that has been done, and based upon meeting—service
being tailored to the market needs.

Mr. DENHAM. So, of the $38 billion, approximately, that GAO
says that California high-speed rail needs over the next 10 years,
the $10.4 billion, or the $40—the $26 billion, there are no guaran-
tees in the $26 billion that California high-speed rail will get—
there is no guarantee that they will get a large percentage of that,
or any percentage of that.
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Mr. SzAaBO. They would have to effectively compete.

Mr. DENHAM. Thank you. We do have a number of other ques-
tions. We will submit that to both of you individually, and look for-
ward to a quick response.

Mrs. Napolitano?

Mrs. NAPOLITANO. A very, very quick question, Mr. Chair, and
that has to do with the service if the States do not comply and pay
their fair share. We talked about that. And what would happen,
then, to the labor—to the employees and the labor negotiations in
any of the contracts you may have?

Mr. SzaBo. Talking about PRIIA 209?

Mr. BOARDMAN. Yes, let me answer that question.

Mrs. NAPOLITANO. It is 209.

Mr. BoARDMAN. That would be one of the shut-down costs if the
States didn’t come forward. If we couldn’t find a place, then we
would look for our employees to have—be able to move or shift——

Mrs. NAPOLITANO. Relocate?

Mr. BOARDMAN [continuing]. To another location. If that didn’t
happen, there is a provision called the C-2 provision, where they
will be paid their salaries for a period of time. I don’t have that
in my mind right now, but that is a requirement.

Mrs. NAPOLITANO. Do you foresee any of this happening?

Mr. BOARDMAN. I do not know at this point in time. I think we
have not received either enough yeses or noes from the States. We
continue to hear from them, but we have not been told. They will
be delivered a message from me next week that says we either
have to have these contracts signed, or we will end service within
180 days.

Mrs. NAPOLITANO. So that would be——

Mr. BoARDMAN. October.

Mrs. NAPOLITANO. October. And based on that timeframe you are
giving them, are you arranging to have some other contracts that
would provide some service—not the same full service

Mr. BOARDMAN. No.

Mrs. NAPOLITANO. Just——

Mr. BOARDMAN. None.

Mrs. NAPOLITANO. None. OK. Thank you, Mr. Chairman.

Mr. BOARDMAN. If they decide no, then we are not going to.

Mrs. NAPOLITANO. Thank you.

Mr. DENHAM. Thank you. Appreciate both of your time today.
Again I want to re-emphasize the fact that the passenger reauthor-
ization is going to be up this year. We are going to be very aggres-
sive in working with both of you to come up with something that
is meaningful for the rest of the Nation. And Ms. Brown and I will
be going on the road and working with each of you to understand
the specifics of that around the Nation.

So, again, thank you both for your testimony and your time
today. Your comments have been very helpful.

And if there are no other questions, I would ask unanimous con-
sent that the record of today’s hearing remain open until such time
as our witnesses have provided answers to the questions that have
been submitted to them in writing, and unanimous consent that
the record remain open for 15 days for any additional comments
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and information submitted by Members or witnesses to be included
in that record.

[No response.]

Mr. DENHAM. Without objection, so ordered. I would like to again
thank our witnesses. If no Members have anything to add, the sub-
committee stands adjourned.

[Whereupon, at 12:08 p.m., the subcommittee was adjourned.]
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OPENING STATEMENT OF REP. STEVE COHEN

The Subcommittee on Railroads, Pipelines, and Hazardous Materials

“Amtrak’s Fiscal Year 2014 Budget: The Starting Point for Reauthorization”

April 11,2013

1 am pleased to be here today to receive testimony from our esteemed witnesses about the
important subject of Amtrak operations and its 2014 budget.

1 have long been a supporter of increased access to passenger rail in the United States. As
a rider of Amtrak myself, [ have an affinity for this particular mode of transportation. Memphis
is home to an historic Amtrak station that carries thousands of passengers to and from Chicago
and New Orleans and everywhere in between, and my constituents rely upon and deserve
dependable, consistent rail transportation. Passenger rail is vital to the mobility of the American
people and to our nation’s economic competitiveness.

In my district, the transportation capital of the nation, people are clamoring for high-
speed and intercity passenger rail service. Considering the city's existing transportation assets,
geographical location, the vibrant business community and the rising cost of air travel, Memphis
is well positioned to become an integral component of any high-speed rail or expanded Amtrak
system that may be developed.

Tlook forward to hearing the witnesses” testimony on-this important topic and I thank
them for being here today to discuss these issues. I anticipate a productive partnership with my
colleagues on the Subcommittee and look forward to developing a balanced and sound
legislative agenda this 113" Congress to ensure the safety and efficiency of our nation’s rail

system.
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WRITTEN STATEMENT OF
THE HONORABLE JOSEPH C. SZABO,
ADMINISTRATOR, FEDERAL RAILROAD ADMINISTRATION,
U.S. DEPARTMENT OF TRANSPORTATION

BEFORE THE
SUBCOMMITTEE ON RAILROADS, PIPELINES, AND HAZARDOUS
MATERIALS,
COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE,
U.S. HOUSE OF REPRESENTATIVES

April 11,2013

Chairman Denham, Ranking Member Brown, and Members of the Committee, thank you for the
opportunity to appear before you today to discuss the Administration’s fiscal year (FY) 2014
budget proposal and reauthorization of rail policy and investment programs. In this testimony, [
will provide an overview of FRA’s priorities for moving forward, summarize our recent
accomplishments, and describe the details behind our preliminary reauthorization proposals.

OVERVIEW OF REAUTHORIZATION PRIORITIES

As you know, portions of two important rail laws expire at the end of FY 2013 — the Rail Safety
Improvement Act of 2008 (RSIA) and Passenger Rail Investment and Improvement Act of 2008
(PRII4). The rail industry has changed dramatically since these two landmark acts were passed
with broad bipartisan support in 2008. Accidents and incidents are at record lows, while train
ridership and reliability are at record highs. The financial performance of the freight rail industry
and Amtrak has never been stronger. Historic levels of public and private investment have been
made in passenger rail equipment, corridor upgrades, freight capacity, and safety improvements.
Dozens of planning studies, environmental reviews, and engineering analyses are underway,
creating a strong pipeline for future projects.

These accomplishments do not mean we can declare victory — much more needs to be done to
rebalance the Nation’s transportation system after decades of serious underinvestment in rail.
The Administration’s FY 2014 budget ~ released yesterday — lays out a comprehensive multi-
year reauthorization blueprint for moving forward. The fundamental goal of this proposal is to
take a more coordinated approach to enhancing the Nations rail system — an integrated strategy
that addresses safety and passenger and freight service improvements. This new approach better
reflects the complex reality of how rail works in the United States — most track is privately-
owned and carries a mix of passenger and freight trains; safety is improved through regulations
and inspections but also through capital investments; bottlenecks often hinder the efficient
movement of intercity, commuter, and freight trains.

This proposal, while in many ways ambitious and transformational, is rooted in ideas and
solutions that have received extensive discussion and debate in recent years. It builds on the core
principles of PRTIA/RSIA, while reflecting “on-the-ground” experiences. It is based on the
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evolving needs of rail stakeholders, and acknowledges that demographic, economic, and
environmental changes will continue boosting the market demand for rail for decades to come.

The proposal’s key priorities are:

¢ Enhancing world-class safety. Rail is already among the safest modes of transportation,
and safety has only been improving in recent years. Nevertheless, better safety
performance is imperative, and with innovative safety practices and new technologies,
the railroad industry can achieve this goal.

» Modernizing our rail infrastructure. Past generations of Americans invested heavily
in building the infrastructure we rely on today. Most segments of the Northeast Corridor
were built more than a century ago, for example. Maintaining and modernizing these
assets will lower long-term costs and result in a safer, more reliable rail system.

s Meeting the growing market demand. With 100 million more Americans expected by
2050, the national transportation system must be prepared to handle substantial increases
in the movement of people and goods. Given the existing capacity constraints on other
modes, rail will play an increasingly vital role in balancing America’s transportation
system by accommodating this growth, resulting in public benefits such as reduced
reliance on foreign oil, reduced air pollution, increased safety, and more travel options.
This budget incorporates market-based investments in building or improving passenger
rail corridors, eliminating rail bottlenecks, adding freight capacity; and conducting
comprehensive planning.

o Promoting innovation. FRA’s vision is for the domestic rail industry to be again world-
leading — we want U.S. companies to develop patents for state-of-the-art rail technology,
to supply rail operators throughout the world, and to employ the best engineers and
railway workers. The United States should be exporting intellectual capital and rail
products, not importing them.

« Ensuring transparency and accountability. Accomplishing the priorities described
above can only occur if these programs are managed through a transparent process that
makes it clear what public benefits and service improvements the American people are
“buying” with their investments. The roles and responsibilities of the Federal
government, States, Amtrak, freight railroads, and other stakeholders must be clear and
based on sound public policy.

An overarching issue that runs across all of these priorities is the need for sustained and long-
term funding, similar to enacted legislation currently in place for highways, transit, and aviation.
It is difficult and inefficient to make large-scale infrastructure investments on a year-to-year
basis. Every rail system in the world has been planned and developed through a predictable
multi-year funding program. The Administration is proposing to offset the cost of the program
described below from the savings generated by capping the Overseas Contingency Operations
activities; however, beyond the five year reauthorization window, we look forward to working
with Congress to identify other creative solutions to this important challenge.
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RECENT ACCOMPLISHMENTS

Safety

FRA’s top priority is safety, and 2012 was the safest year in the history of the railroad
industry. For the fifth fiscal year in a row, FRA successfully improved on all six of its Safety
Performance Measures. From FY 2008 to FY 2012, the overall rail-related rate of
accidents/incidents declined by approximately 14 percent. The rate of non-accident hazardous
materials releases per 200 million ton-miles is down 28 percent. The rate of hbuman factors
accidents per million train-miles has decreased 29 percent, the grade crossing incidents rate is
lower by 16 percent, and the rate of track-caused accidents has decreased by 28 percent. These
safety efforts have contributed to 19 percent fewer fatalities and injuries (falling from 10,209
casualties to 8,295 casualties).

In the area of rail safety, as noted, FRA has made significant progress fulfilling unprecedented
mandates set forth by the RSIA:

e To address track-caused accidents, FRA issued regulations on concrete ties.

» To enhance grade crossing safety, FRA issued standards for emergency notification
systems and regulations requiring certain states to issue State Action Plans to improve
safety at highway-rail grade crossings.

» To improve grade crossing safety, FRA issued Model State Laws on highway users’ sight
distance at passively signed crossings and on motorists’ violations of grade crossing
warning devices.

»  To address human factors-caused accidents and resulting casualties, FRA issued
regulations to enable nationwide implementation of Positive Train Control (PTC) systems
and standards for conductor certification, as well as standards for passenger train
employee hours of service, which were authorized by the RSIA.

FRA also issued guidance on pedestrian safety at or near rail passenger stations; a regulation
requiring conductor certification; and another regulation requiring owners of railroad bridges to
implement programs for inspection, maintenance, and management of those structures and
standards for camp cars used as railroad employee sleeping quarters.

FRA has been actively supporting the safety of proposed passenger rail operations, including line
extensions, and shared-use and high-speed operations. FRA has provided technical outreach,
including training and information regarding safety regulations and system safety, to many new
start commuter railroads and is currently working with several other new operators. Further,
FRA is making important strides to address human factors issues through an industry-wide
initiative to combat the dangers of electronic device distraction in the railroad workplace as well
as implementing a Confidential Close Call Reporting System (C3RS) program. The Budget
proposes expanding it from a limited pilot project to a nation-wide rollout.

Rail trespassing accounted for 63% of all rail-related fatalities last year. Last summer, to help
reduce the number of trespass deaths, FRA and the Federal Transit Administration co-hosted the
second Right-of-Way Fatality and Trespass Prevention Workshop to identify and prioritize ways
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we can make progress in this area. Methods for successfully reducing trespass were shared and
are now posted on the FRA website. These achievements are not an occasion to reflect, but a
foundation to build on as we look for more and better ways to improve the safety of our rail
network.

Investments

FRA is managing investments that will provide rail access to new communities and improve the
reliability, speed, and frequency of existing services. To date, FRA has obligated more than $10
billion in grant funding provided by Congress for the High-Speed and Intercity Passenger Rail
(HSIPR) program through the American Recovery and Reinvestment Act of 2009 and annual
appropriations for FY 2009 and 2010. Interest in this program is strong: 39 States, the District of
Columbia, and Amtrak have submitted more than $75 billion worth of applications — well in
excess of the available funding. FRA is also managing rail investments through grant and loan
programs such as TIGER, rail line relocation, and Railroad Rehabilitation and Improvement
Financing (RRIF), in addition to overseeing annual grants to Amtrak.

This portfolio of investments is having a substantial impact on the Nation’s rail system: 6,000
corridor miles are being improved, 30 stations are being upgraded, and hundreds of new
passenger cars and locomotives are being procured. These projects will improve the customer
experience by reducing trip times, improving reliability, adding additional frequencies, and
making stations and equipment more comfortable and accessible. Our strict “Buy America”
requirement ensures that tracks, crossties, train sets, construction materials, and new stations are
built in America and support domestic manufacturers and suppliers.

REAUTHORIZATION PROPOSALS

The Administration’s FY 2014 budget request, released yesterday, lays out a detailed blueprint
for a five-year reauthorization proposal. The remainder of this testimony will outline the major
highlights.

National High-Performance Rail System

The National High-Performance Rail System (NHPRS) proposes a new, coordinated approach to
rail investments. The NHPRS would replace and consolidate existing rail programs (including
the Amtrak grants and capital assistance for high-speed rail, among others) with two interlinked
programs: the Current Passenger Rail Service—focused on maintaining the current rail
network serviced by Amtrak—and the Rail Service Improvement Program—focused on
expanding and improving the passenger and freight rail networks to accommodate growing travel
demand. Additionally, the Research, Development, and Tecknology program will invest in
people, businesses, and technology, ensuring that America’s rail industry is the world’s most
imovative and state-of-the-art. The NHPRS is the centerpiece of this reauthorization vision.

The President’s FY 2014 Budget requests $6.4 billion—and $40 billion over the next five
years—for the NHPRS program. The Administration proposes Congress fund the program
through mandatory authorizations from a new Rail Account of the Transportation Trust Fund.



55

The trust fund would initially be funded through the General Fund transfers that are offset from
savings generated by capping Overseas Contingency Operations activities and would not
require new taxes or fees.

National High-Performance Rail System
FY 2014 to FY 2018 Investment Proposal ($M)

Account FYI5 FY 16 BY 17 EY I8 TOTAL
Investment Programs 6,360 | 8,045 | 7,700 | 8,550 | 8,945 | 39,600
Current Passenger Rail Service 2,700 3,225 2,550 2,650 2,075 13.200
Rail Service Improvement Program 3.660 4,820 5,150 5,900 6,870 26,400

Research, Development, & Technology 55 43 43 38 38 217
Research & Development 35 37 37 37 37 183
TOTAL 6450 8125 7780 8625 9020 40,000

Current Passenger Rail Service: The objective of this program area is to maintain public rail
assets in a state of good repair so that they continue producing public benefits for generations
to come, while continuing to support the Nation’s long-distance passenger rail services. The
program will be organized according to the primary “business lines” of current passenger
services:

e Northeast Corridor: bring Northeast Corridor infrastructure and equipment into a state
of good repair to enable future growth and service improvements.

e State Corridors: facilitate efficient transition to financial control to States for short-
distance State-supported corridors, as required by PRIIA. This program will be phased
out within the five year period once States are transitioned.

« Long-Distance Routes: continue operations of the Nation’s important long-distance
routes.

e National Assets: improve efficiency of the Nation’s “backbone™ rail facilities, further
implement positive train control (PTC) on Amtrak routes, and bring stations into
compliance with requirements of the Americans with Disabilities Act (ADA).

This approach is a major policy change from how Federal support for current service is
provided today, which is through separate Operating and Capital/Debt Service grants to
Amtrak. This new structure increases transparency and better aligns Federal resources to the
public benefits and services in which we are investing.



Program Area and Eligible
FY 2014 Request Objectives Eligible Activities Recipients
Northeast Corridor | Bring infrastructure and = Ongoing state of good repair capital needs. Amtrak**
equipment into a state of good |+ Backlog of state of good repair capital needs. *
$675 million repair to enable future growth |+ Replacement of legacy/obsolete equipment. *
and service improvements.
State Corridors Facilitate efficient transition |« Transitional capital and operating assistance to States
(transitional} to State financial control over |  support phase-in of PRIIA Section 209.%
State-supported corridors. « Replacement of legacy/obsolete equipment.*
$300 million
Long-Distance Continue operation of the » Long-distance route capital — equipment Amtrak
Routes Nation’s fong-distance routes. | overhauls and replacement, stations,
maintenance facilities. etc.
$800 mitlion » Long-distance route operations.
National Assets Improve efficiency of the + Operating and capital needs for national Amtrak
Nation’s “backbone” rail reservations system; security and policing;
$925 million facilities, support rolling stock/infrastructure engineering, design
implementation of positive services, and support facilities; training centers;
train control on Amtrak and other national backbone systems.
routes, and bring stations into |« Support implementation of PTC on Amtrak
compliance with the routes ¥
requirements of the « Capital to upgrade Amtrak-served stations to be
Americans with Disabilities ADA compliant. *
Act (ADA). » Legacy debt service and principal. *
Notes:

* Temporary activities that will phase-out upon completion.

**Funding provided through this program will be based on a five-year Northeast Corridor capital asset plan, This plan will be prepared by
Amtrak in dination with the Northeast Corridor Infrastructure and O ions Advisory C ission, which includes States and other NEC
infrastructure owners and users, and will be approved by FRA. For specific capital projects, this plan may identify other appropriate lead
agencies or recipients for these funds, such as States, in which case grants could be directed to those entities.

Rail Service Improvement Program: The objective of this program is to substantially
improve the Nation’s passenger and freight rail systems to accommodate population growth
and the increasing demand for rail transportation across the country. This program will
comprehensively address the investment needs of both passenger and freight rail systems,
which are tightly interwoven. The program will make competitive, discretionary investments
based on analyses of the business and public investment cases for each proposal ~ no projects
are “pre-designated™ to receive any of these funds. The program will also address the needs of
local communities, through funding for station areas, mitigation of the local safety,
environmental, and noise impacts generated by the presence of rail, and for rail line relocation
activities.
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The program will have four main areas of focus:

» Passenger Corridors: develop high-performance passenger rail networks through
construction of new corridors or substantial improvements to existing corridors, and to
implement positive train control systems on commuter railroads.

o Congestion Mitigation: address major bottlenecks and congestion issues that reduce
freight and passenger train reliability on shared-use infrastructure.

« Freight Capacity: improve the competitiveness of the Nation’s intermodal freight rail by
upgrading facilities, adding capacity, and implementing community mitigation strategies.

¢ Planning: develop comprehensive plans that will guide future investments.

PROGR!:

RAIL SERVICE IMPROVEMENT M (FY 2014 Request - $3.66 billion)

Program Area and

FY 2014 Request Objective Eligible Activities Eligible Recipients
Passenger Corridors |Build regional networks of | Environmental studies « States and multi-State
passenger rail corridors + Right-of-way acquisition entities
$3,250 million  |through construction of new |« Preliminary engineering « Amtrak
corridors or substantial + Design and construction o Equipment entity

improvements to existing + Rolling stock acquisition « Commuter railroads **
cotridors; support « Support implementation of PTC
implementation of positive on commuter railroads. *
train control (PTC) on
commuter railroads.
Congestion Address major bottlenecks « Capital for addressing « States and multi-State
Mitigation and congestion issues that congestion projects identified by |  entities
reduce freight and passenger the Surface Transportation « Amtrak
$150 miltion train reliability on shared-use Board or DOT « Freight railroads
infrastructure. « Capital for improving » Raijl terminal
infrastructure in shared-use companies
terminal areas
Freight Capacity Improve the competitiveness |+ Capital upgrades to intermodal |+ States and multi-State
of the Nation’s intermodal freight corridors and connection entities
$190 million freight raii system by points o Freight railroads
upgrading facilities and « Capital upgrades to short-line « Rail terminal
adding capacity. freight railroads companies
« Rail line relocation and « Ports
community mitigation « Local governments +
Planning Develop comprehensive plans |« National, multi-state, and state |« States and multi-State
that will guide future rail planning entities
$70 million investments in the Nation’s |« Corridor and terminal area « Metropolitan planning
passenger and freight rail planning/environmental analyses | organizations
systems. « Northeast Corridor FUTURE* |« FRA

Notes:

* Temporary activities that will phase-out upon completion.
** For PTC implementation only

+ For rail line relocation only.
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Research, Development, and Technology (RD&T): The RD&T program goes beyond the
safety benefits delivered by FRA’s existing R&D program. [t prepares the Nation for high-
performance rail by developing new technologies and testing facilities. It also supports the
DOT “Buy America” policy to ensure growth in the railroad industry is supplied through
domestic sources and jobs, strengthens collaboration with universities and others working on
research projects, and helps address the future demands for an educated and qualified railroad
workforce, $54.7 million is requested in FY 2014 to support these critical activities.

Railroad Rehabilitation and Improvement Financing Program (RRIF)

The FY 2014 Budget does not propose changes to the RRIF program. However, as FRA looks
forward to reauthorization, the agency is exploring program ways to improve project and
program administration, as well as to better integrate the program with the goals and objectives
of the NHPRS program. FRA works to ensure that all financial assistance programs (both grants
and loans) work together in a cohesive and comprehensive manner to improve the Nation’s
passenger and freight rail networks through an integrated investment portfolio. FRA is ensuring
borrowers can more readily take advantage of the RRIF program by reviewing eligibility
requirements, application processes, administrative provisions, technical assistance, or other
program elements, consistent with the priorities set forth in Section 502(c) of Title V of the
Railroad Revitalization and Regulatory Reform Act of 1976, as amended.

Rail Safety

The RSIA was a key piece of legislation to enhance rail safety comprehensively through risk
reduction program regulations while also focusing directly on some of the most challenging
areas including hazardous materials, human factors, grade crossing and trespass, and track. The
Act authorized 200 new safety positions over the five-year period, but less than a quarter were
funded through appropriations. For the last four years, FRA has focused on establishing and
implementing the structures and regulations required by RSIA. Looking ahead, FRA is poised to
begin fully implementing these regulations in an effort to drive safety rates to further record
lows. FRA is exploring options for addressing several important safety regulatory issues,
including the following:

e  PTC— RSIA mandates that PTC be implemented across a significant portion of the
Nation’s rail network by December 31, 2015, With limited exceptions and exclusions,
PTC is required to be installed and implemented on Class I railroad main lines (i.e., lines
with over 5 million gross tons annually), lines over which any poisonous- or toxic-
inhalation hazard commodities are transported; and, on any railroad’s main lines over
which regularly scheduled intercity passenger or commuter operations are operated. In
all, approximately 70,000 miles of track and 20,000 locomotives will have to be equipped
with interoperable PTC technology. While some railroads will meet the deadline, many
are likely to be challenged by technological and programmatic barriers. In areport to
Congress last year, FRA detailed obstacles faced by the industry and outlined mitigation
strategies for Congressional consideration, including the extension of the PTC
implementation deadline and alternative methods of mitigating the risks prevented by
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PTC systems. FRA’s report also highlighted radio frequency spectrum challenges that
could impact timely PTC system implementation.

Hours of service—FRA recently issued fatigue-science-based hours of service
regulations for passenger train employees under new authority granted by RSIA. FRA
would like to evaluate the benefits and costs of continuing on this course and focus on
addressing other fatigue issues with expanded authority to regulate the hours of service of
other train employees, signal employees, and dispatching service employees based on
sound science.

Grade crossing analyses—FRA would welcome the opportunity to work with Congress
to establish an appropriate framework for addressing grade crossing issues related to
blocked crossings and commercial motor vehicle accidents and incidents at crossings.

Harmonize operating rales—FRA plans to evaluate the benefits and costs of
harmonizing operating rules. Each railroad has its own set of operating rules that may
differ significantly from one division to another and from one railroad to another. Many
operating crew employees are required to learn multiple different operating rules in order
to operate safely in a single tour of duty. Harmonizing operating rules will likely reduce
unnecessary confusion and create a safer working environment.

Improve protection of Risk Reduction and System Safety analyses with respect to
property damage claims—TFor a risk reduction program to be effective, FRA must have
confidence that railroads are conducting robust analyses to accurately identify risks
present. FRA will continue to work to balance the interests of safety and the public
interest with respect to the litigation protection afforded the railroads in conducting these
analyses.

Modernize statutory requirements—FRA would also like to modernize certain existing
statutory requirements to better reflect current and future innovations and

technologies. For instance, statutory requirements related to the movement of defective
equipment could be updated to provide greater flexibility to FRA in handling such

issues. Similarly, existing statutory language related to locomotives could be revised to
account for modern locomotive and locomotive tender design and allow FRA to more
readily tackle the safety issues related to the industry’s recently expressed desire to
achieve fuel efficiencies through use of liquefied natural gas-powered locomotives.

Encourage noise mitigation—Current Environmental Protection Agency rules for
railroad noise emissions do not consider the use of noise mitigation technologies and may
be an obstacle to the deployment of high-speed passenger rail. Alternative rules may
encourage railroads to reduce the impact of noise emissions on communities surrounding
rail operations.
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Other Issues

A comprehensive rail reauthorization should address several topics in addition to the investment
programs and safety issues discussed above. FRA looks forward to working with Congress to
evaluate policy options in the following areas:

L]

Northeast Corridor governance—The Northeast Corridor (NEC) is one of the most
important transportation assets in the nation, carrying more than 250 million people per
year and an average of 50 freight trains per day. As the backbone to the highest
concentration of population and economic activity in the country, there is naturally a
large number of stakeholders with a vested interest in the future of the corridor, including
the states, Amtrak, local commuter authorities, freight railroads, local governments,
business, and others, Through the Northeast Corridor Infrastructure and Operations
Advisory Commission established under PRIIA, the FRA has worked with these varied
stakeholders to develop an inclusive planning process to establish the framework for
future investment in the corridor. Moving forward, FRA will continue working with all
stakeholders to develop policy ideas for addressing NEC governance issues.

Next generation rail equipment—With FRA’s participation, the Next Generation
Equipment Committee has developed and approved specifications for single- and bi-level
passenger cars, diesel locomotives, train sets and diesel multiple units. In turn, these
specifications have been or will be used in several procurements by States and Amtrak
that will result in increased interoperability and lower unit costs. FRA is committed to
continuing to explore options to pool equipment in order to improve flexibility and
performance of passenger rail services, further lower costs, and ultimately stimulate
domestic manufacturing and supply industries.

Multi-state rail development—The Administration’s goal for a modern passenger rail
system that connects communities within America’s “megaregions” will inevitably
require corridors to cross several state boundaries. Development and implementation of
these corridors can be a challenge due to the number of state and local jurisdictions
involved in the process. FRA, in consultation with key stakeholders, is exploring various
institutional options for efficiently planning and coordinating the implementation of
multi-state corridors. Additionally, FRA will encourage groups of States to develop
unified plans for rail networks that connect and integrate their regions.

Buy America—FRA seeks to strengthen the Buy America requirements in current law
by ensuring uniform applicability to all of FRA’s financial assistance programs.

Platform heights—FRA would like fo study the feasibility, including the benefits and

costs, of standardizing passenger station platform heights to better enable level-boarding
platforms.

10
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¢ Disadvantaged business enterprises—FRA would like to conduct a nationwide
disparity and availability study to establish the availability and utilization of
disadvantaged business enterprises in publically funded railroad projects.

e Project delivery—FRA will continue discussions with Congress and rail stakeholders on
other potential legislative authorizations that could streamliine project delivery.

CONCLUSION

Thank you for the opportunity to appear before you to begin a dialogue on the future of rail in
America. The President’s FY 2014 budget and reauthorization proposal charts a bold new
course for transportation infrastructure investment in the United States. We look forward to
working with the Congress to put people back to work building a balanced transportation system
that is the envy of the world — and a Nation that is built to last. [ will be happy to respond to

your questions.
HiH
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Committee on Transportation and Infrastructure
Subcommittee on Railroads, Pipelines, and Hazardous Materials

Hearing on “Amtrak’s Fiscal Year 2014 Budget: The Starting Point for Reauthorization”

April 11, 2013
Questions for the Record

Questions from Rep. Denham:

1.

Please provide a table that allocates FY 2012 and FY 2013 enacted Federal
appropriations for Amtrak by lines of business (Northeast Corridor, State Supported
Routes, Long-Distance Routes, and National Assets) and by capital versus operating
subsidy amounts.

You stated in your testimony that virtually all States affected by PRIIA Section 209 have
requested transition assistance, and you would provide for the committee the list that has
come in. Please provide a list of States that requested assistance and the corresponding
dates of their requests.

Please also provide a list of States that have not budgeted the appropriate dolars to
maintain their current level of services.

Please provide a breakout of the $300 million budgeted for Section 209 transition
assistance. Break this out by operating assistance and capital activities. When breakout,
please detail what capital activities you have assumed.

Please provide a breakout of the capital amounts requested for each line of business,
detailing the amounts for each capital activity (for instance, state of good repair backlog
versus new capacity projects), and please identify the source of the estimates FRA used
to develop the annual and total five year requests.

In December 2012, the FRA amended its grant agreement with California High Speed
Rail Authority to allow the Authority to spend its Federal grants first, and then wait
towards the end of the project to supply the required match. How is FRA ensuring the
match will be provided and taxpayer funds won’t be wasted given that there is a pending
state lawsuit that could rule that the Proposition 1A funds may not be spent on the project
as set forth in the current Business Plan?

As you know, in December FRA and California High Speed Rail Authority signed an
amendment to HSR grant agreement, which replaced all prior grant terms and
conditions. As we understand it, FRA has no process for outlining or setting forth the
changes made to the over 100-page grant agreement. Could you please briefly explain
the process for approving such agreements? Also please provide a document to the
Comumittee that explains each change, and justifies why each change was made to this
and every other high speed rail grant agreements?

The Administration’s 2014 budget proposes funding for comumuter railroads to implement
Positive Train Control systems. Why is the Administration requesting PTC funds now,
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Commiitee on Transportation and Infrastructure
Subcommittee on Railroads, Pipelines, and Hazardous Materials

Hearing on “Amtrak’s Fiscal Year 2014 Budget: The Starting Point for Reauthorization”

April 11, 2013
Questions for the Record

after not doing so for several years? How much funding does FRA estimate Amtrak and
commuter railroads need to meet the PTC mandate?

DOT released a report detailing significant obstacles to the implementation of PTC by the
20185 statutory deadline. Does the Administration support an extension, and if so, for
how long?

10. The Administration is proposing $190 million in grant funding to support freight rail

projects. Given the large private investments the freights are already making, why are
Federal funds for freight projects needed?

Question from Rep. Barletta:

1.

I used to run a small business, so 1 am somewhat concerned about an issue that FRA is
contemplating that could hurt our nation’s small businesses. We should be encouraging
public-private partnerships to encourage investment in infrastructure- not create
roadblocks to their development. I've heard that the FRA may be eliminating small
business set-asides for future FRA Independent Financial Advisors consultants for the
Railroad Rehabilitation and Improvement Financing RRIF loan program. This small
business set-aside was set up to help save money because the very individuals who use
the RRIF loan program are generally our nation’s short line railroads, which are the small
businesses in the freight railroad industry. For the past couple years, this Subcommittee
has held hearing after hearing about the RRIF loan program and the problems that
borrowers face. Since I’ve been here it seems that Deputy Secretary Porcari has admitted
that there are problems. In spite of the problems that USDOT has had in administering
the RRIF loan program- it would seem to me that USDOT ought to be doing things to
improve things and minimize the cost to America’s small businesses. I am concerned that
the elimination of the small business set-aside will further hurt the RRIF program instead
of enhancing it and improving it. Eliminating the small business set-aside means only the
big Wall Street investment banks and consulting firms will wind up getting these
contracts with FRA. Administrator Szabo, Shouldn’t we be focusing on increasing
access—especially for small businesses—+to capital for infrastructure?

Questions from Rep. Corrine Brown;

1.

You stated that “[E]very rail system in the world has been planned and developed
through a predictable multi-year funding program.” Since Amtrak was created in 1971,
Amtrak and many in Congress have argued that we need one unified approach to surface
transportation — from planning to financing. In the past, opponents have argued against
that on the grounds that the Highway Trust Fund is exclusively financed by highway
users. That is no longer the case. Since 2008, Congress has appropriated $53.3 billion in
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Committee on Transportation and Infrastructure
Subcommittee on Railroads, Pipelines, and Hazardous Materials
Hearing on “Amtrak’s Fiscal Year 2014 Budget: The Starting Point for Reauthorization”
April 11,2013
Questions for the Record

general revenues (more money than Amitrak has received in its entire existence) to fund
the Highway Trust Fund and subsidize highway and transit users. How can a for-profit
corporation effectively plan for the future when it does not know how it will be funded on
a year-fo-year basis; does the current way Amtrak is financed end up just costing the
taxpayer more money; and what does the Administration propose for how to move
forward with respect to funding?

2. Over the last three fiscal years Amtrak used capital grant money to fund operating
expenditures on four occasions. [ recognize that the funds were eventually replenished
and used to fund capital projects on your approved capital plan, but does FRA know what
caused this? Is this something other for-profit corporations do, and are Amtrak’s audits
every month clean? Do these temporary transfers raise concerns for FRA, and do you
believe that FRA should be notified when this occurs?

3. Itseems that Amtrak is ending its fiscal years with excess subsidies provided by the
Federal Government. I recognize it has a backlog in capital improvements on the
Northeast Corridor and elsewhere. Is FRA notified when there is an excess at the end of
the fiscal year? If not, should FRA be notified, including on what Amirak does with the
excess subsidies?

4, The President’s FY 2014 Budget proposes fo create a new Research, Development, and
Technology program. What is the difference between that program and the FRA’s
existing Research and Development program?
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COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE,
U.S. HOUSE OF REPRESENTATIVES
SUBCOMMITTEE ON RATLROADS, PIPELINES, AND HAZARDOUS
MATERIALS

JOSEPH C. SZABO
ADMINISTRATOR
FEDERAL RAILROAD ADMINISTRATION

QUESTIONS FOR THE RECORD
FROM THE APRIL 11, 2013 HEARING:
“AMTRAK’S FISCAL YEAR 20614 BUDGET:
THE STARTING POINT FOR REAUTHORIZATION”

Questions from Rep. Denham:

1. Please provide a table that allocates FY 2012 and FY 2013 enacted Federal
appropriations for Amtrak by lines of business (Northeast Corridor, State
Supported Routes, Long-Distance Routes, and National Assets) and by capital
versus operating subsidy amounts.

A core reason that FRA has proposed this new account structure is to increase the
transparency of Federal funding for current passenger rail services. Previous grant
funding has not been appropriated nor managed according to the business lines defined
by FRA in this year’s budget request, making it difficult to provide a specific crosswalk
of previous funding to the new structure.

FRA is committed to working with your staff to provide this information in the most
transparent and responsive way possible.

2. You stated in your testimony that virtually all States affected by PRITA Section 209
have requested transition assistance, and you would provide for the committee the
list that has come in. Please provide a list of States that requested assistance and the
corresponding dates of their requests.

Several states have indicated that due to budgetary constraints, they are having difficulty
finding the funding to meet the new Section 209 costs. They have requested flexibility in
using existing funding sources to meet these new demands, in addition to requesting
transition assistance. In particular, several states, Members of Congress, and industry
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stakeholders have requested flexibility in using the Congestion Mitigation Air Quality
(CMAQ) program, as revised by the Moving Ahead for Progress in the 21™ Century Act
(MAP-21), funds for this purpose. In particular, they have requested flexibility to use
CMAQ funds to provide operating assistance for intercity passenger rail services beyond
the current three-year cap and to offset the costs under Section 209. A list of those
requests is below.

Sens. Shaheen, Sanders, Reed, and Whitehouse (3 yr. cap) Nov 2, 2012 (NH, VT, RI)
Sens. Collins, King, Reps. Michaud, and Pingree (3 yr. cap) Jan 25, 2013 (ME)

North Carolina Department of Transportation (3 yr. cap + 209) May 22, 2012

Oregon Department of Transportation (3 yr. cap + 209) Nov 30, 2012

Midwest Interstate Passenger Rail Commission (3 yr. cap + 209) Nov 20, 2012 (1L, IN,
KS, M1, MN, MO, NE, ND, OH and WI)

National Association of Railroad Passengers (3 yr. cap + 209) Nov 5. 2012

Railway Supply Institute (3 yr. cap -+ 209) Dec 12, 2012

States for Passenger Rail Coalition (representing 34 States) (3 yr. cap + 209) Oct 15,
20612 (AL, AZ, CA, DE, FL, GA, IL, IN, 1A, KS, MA, MI, MN, MS, MO, NH, NY,
NV,NC, OK, OR, PA, RL, SC, TN, TX, VT, VA, WA, WI).

United Transportation Union (3 yr. cap + 209) Oct 25, 2012

. Council of State Governments, Eastern Regional Conference (3 yr cap) Oet 16, 2012

(CT, DE, ME, MD, MA, NH, NJ, NY, PA, RI, VT)

Please also provide a list of States that have not budgeted the appropriate dollars to
maintain their current level of services.

The FRA is not aware of any states that have not budgeted appropriate dollars to maintain
their current level of services. Amtrak would be a better source of information on their
service agreements with state partners.

Please provide a breakout of the $300 million budgeted for Section 209 transition
assistance. Break this out by operating assistance and capital activities. When
breakout, please detail what capital activities you have assumed.

At least $200 million included within the $300 million State Corridors program area will
be used to replace legacy equipment that is currently operating over State-supported
corridors. Much of this equipment is at or near the end of its useful life. Replacement of
this equipment will result in substantial public benefits, including improved reliability,
enhanced passenger comfort, and decreased maintenance costs.

The balance of the funds will provide transition assistance for PRIIA Section 209. As
described in FRA’s FY 2014 budget request, FRA is proposing to provide 80 percent of
the difference between what States currently pay for service, and what they will be
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required to pay beginning in FY 2014 under the Section 209 agreements. (This amount
decreases to 60 percent of this difference in FY 2015, followed by 40 percent in FY 2016
and 20 percent in FY 2017; no funding is proposed for this activity in FY 2018 or
beyond.)

Because Amtrak and the 18 States affected by Section 209 are still negotiating final
contracts, the precise level of capital and operating needs are not yet finalized. However,
based on current information, FRA has budgeted for approximately $40-50 million to
support capital needs, and the same range for operating needs. Under the current Section
209 methodology as it will be implemented in FY 2014, all capital payments are
supporting equipment overhaul activities.

. Please provide a break out of the capital amounts requested for each line of
business, detailing the amounts for each capital activity (for instance, state of good
repair backlog versus new capacity projects), and please identify the source of the
estimates FRA used to develop the annual and total five year requests.

As described in the Presidents FY 2014 budget request, FRA has proposed a significantly
new approach to providing Federal funding for Amtrak. While FRA believes this
approach is more transparent than the previous structure, we acknowledge that there will
be some challenges during an interim transition period as we work with Congress,
Amtrak, States, and other stakeholders to determine the most efficient way to move
forward under this construct.

Under this proposal, Amtrak will be required to annually submit to FRA a five-year
business plan for each business line. These plans must provide business justifications for
Amtrak’s proposed allocation of Federal resources among the various operating and
capital activities that are eligible for funding within that business line. The plan must
show this information for both the immediate fiscal year as well as over a five-year
period. FRA would approve these plans, provide copies to Congress, and then manage
Amtrak’s grant against the plans. By allocating resources based on multi-year planning
and analysis, Amtrak can better prioritize and sequence investments to meet the needs of
rail passengers across all services.

The source documents that FRA used to develop the FY 2014 budget request include
Amtrak’s FY 2013 grant request, FY 2012-2016 Financial Plan and Strategic Plan, State
of Good Repair plan, ADA Compliance Report, and Fleet Strategy (version 3.1).
Additional details can be found in FRA’s FY 2014 Congressional Justification, on pages
96 to 101.
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FRA will continue working with you and your staff to develop an effective approach to
managing this new structure in a way that protects taxpayer investments and yields the
most substantial public benefits.

. In December 2012, the FRA amended its grant agreement with California High
Speed Rail Authority to allow the Authority to spend its Federal grants first, and
then wait towards the end of the project to supply the required match. How is FRA
ensuring the match will be provided and taxpayer funds won't be wasted given that
there is a pending state lawsuit that could rule that the Proposition 1A funds may
not be spent on the project as set forth in the current Business Plan?

Consistent with the Federal Railroad Administration’s (FRA) policies and procedures and
based on a request received from the California High-Speed Rail Authority (Authority),
FRA agreed to amend Cooperative Agreement No. FR-HSR-0009-10-01-01 to permit the
use of a tapered match. The tapered match allows the Authority some flexibility in when
it meets its non-Federal state match commitment under the grant. It does not change the
Authority’s obligation to provide the match but instead permits Federal funds to be spent
at a higher proportion at the beginning of the project, with the state matching funds being
used to complete the project beyond the 2017 American Recovery and Reinvestment Act
of 2009 (ARRA) expenditure deadline.

The Authority’s request for a tapered match was premised on potential savings of up to
$100-150 million in construction costs made possible because the tapered match would
relieve the schedule constraints caused by the September 2017 expenditure deadline for
ARRA funding. This allows the Design-Build contractors to reduce their bid amounts. It
is in part because of the potential for cost savings on large construction projects that the
tapered match is accepted grant practice in other Department of Transportation operating
administrations, including the Federal Highway Administration.

This structure continues to protect the taxpayer because the Authority is still subject to
the enforceable contractual commitment to provide the full 50% match. FRA’s rights to
enforce this commitment are protected though the Cooperative Agreement. The
Agreement protects the Federal investment and Federal taxpayers, including provisions
providing FRA rights — in certain circumstances — to terminate the agreement and require
the Authority repay expended Federal funds.

With respect to the ongoing state lawsuits, FRA not a party to any of the litigation but
continues to monitor the proceedings.
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6. Asyou know, in December FRA and California High Speed Rail Authority signed
an amendment to HSR grant agreement, which replaced all prior grant terms and
conditions. As we understand it, FRA has no process for outlining or setting forth
the changes made to the over 100-page grant agreement. Could you please briefly
explain the process for approving such agreements? Also please provide a document
to the Committee that explains each change, and justifies why each change was
made to this and every other high speed rail grant agreements?

The Federal Railroad Administration (FRA) and the California High Speed Rail
Authority (Authority) entered into grant/cooperative agreement FR-HSR-0009-10-01 on
September 23, 2010. The Agreement contained a grant cover sheet of 21 sections,
Attachment 1 containing 15 sections, Attachment 1A containing 9 sections, Attachment
1B containing 6 sections, Attachment 2 containing 29 sections, Attachment 3 (the
Staterment of work), Attachment 4 (quarterly Progress Report), and Attachment 5 (ACH
Vendor/Miscellaneous Payment Enrollment Form). The Agreement was subsequently
revised through Amendments [ through 4 on December 22, 2010, August 8, 2011,
September 19, 2011, and April 16, 2012 respectively.

FRA has an effective process for amending grant agreements. Amendments 1 through 4
were executed through a process whereby individual sections were specifically revised
and non-altered sections remained in place. This process provides clarity in identifying
specific changes being made to an amendment. However, in an effort to improve our
amendment process FRA concluded that beginning with Amendment 5, FRA would
prepare a comprehensive amendment—which incorporates all previous amendments and
new revisions into one document. This comprehensive document would reflect current
terms and conditions, and would provide both parties with a clear understanding of their
contractual commitments. The comprehensive amendment is of significant value over the
long term given the complexity of the Project, the various amendments, and the large
number of personnel on both sides charged with implementing the Project.

Amendments are typically negotiated by the FRA program and legal staff with the
program and legal staff of the Grantee. The approval process is managed through the
GrantSolutions electronic processing system whereby approvals are secured
electronically from FRA and grantee personnel before the agreements/amendments are
signed by the grantee representative and the FRA Administrator.

In response to the Committee’s request for an explanation of the revisions accomplished
through Amendment 5 and the justification for the change, we are providing the
following explanation:
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Attachment 1, section 1, identified the California High Speed Rail Authority as an
agency of the State of California. This change confirms the Authority’s placement
within the State’s governmental structure.

Attachment 1, section 1, added a word “Attachment™ in parenthetical. This change is
to ensure complete reference to the Attachment 3A.

Attachment 1, section 4, included a reference to a new Attachment 1A section 8 (see
below). This change explains the connection between the project funding and project
performance periods.

Attachment 1, section 3(}), revised to clarify the Authority’s responsibility to provide
matching funds the principal source of which is Proposition 1A. This change
strengthens the Authority’s commitment to providing committed matching funds
while recognizing that the bonds were yet to be sold.

Attachment 1, section 7, revised to allow the use of advance payment method of
funding and to switch to the Delphi elnvoicing System for FRA payments. This
change confirms the use of the advance payment method of funding consistent with
49 C.F.R. §18.21(c) and update the agreement to reflect the current DOT
reimbursement process.

Attachment 1, new section 8 added to identify certain specified grantee certifications
that are required along with each payment request. This change provides FRA with
specific assurances in connection with the request for FRA funding.

Attachment 1, section 10 (formerly section 9), added a new semiannual proposition
1A bond sale progress report. This change provides FRA with semiannual status
reports on the Grantee’s progress in selling Proposition 1A bonds.

Attachment 1, section 13 (formerly section 12), revised the FRA administrative
officer. This change identifies a new FRA administrative officer.

Attachment 1, section 14 (formerly section 13), revised the FRA grant manager. This
change identifies a new FRA grant manager.

Attachment 1, section 15 (formerly section 14), revised the FRA administrative
officer and grants manager. This change identifies a new FRA administrative officer
and grants manager.
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Attachment 1, new section 17, added moving the Buy America requirements into
Attachment | of the grant/cooperative agreement. This change achieves consistency
with other FRA grant/cooperative agreements addressing Buy America requirements
consistently in Attachment | of FRA’s agreements.

Attachment 1A, section 3, changed “federal” to “Federal”. This change ensures
consistency.

Attachment 1A, section 4, added a reference to the description of the financial plan in
Attachment 3A. This change ensures consistent description of grant deliverable.

Attachment 1A, section 5, added a reference to the HSIPR Program Interim
Guidance. This change assures the California High Speed Rail grant/cooperative
agreement included the latest language from FRA’s revised template Attachment 1A

Attachment 1A, section 6, changed “federal” to “Federal”, This change ensures
consistency.

Attachment 1A, section 7, changed “federal” to “Federal”. This change ensures
consistency.

Attachment LA, section 10, changed “federal” to “Federal™. This change ensures
consistency.

Attachment 1A, section 9, added a reference to the California Environmental Quality
Act (CEQA} in the property acquisition section. This change confirms that applicabie
National Environmental Quality Act and CEQA requirements must be met before any
real property is acquired.

Attachment 1A, section 16, updated the reference to Davis-Bacon Act provisions and
HSIPR Program Interim Guidance. This change assures the California High Speed
Rail grant/cooperative agreement included the latest language from FRA’s revised
template Attachment 1A

Attachment LA, new section 18 added including a reference to the HSIPR Interim
Guidance/ Notice of Funding Availability as a source of background guidance in
carrying out the Project. This change assures the California High Speed Rail
grant/cooperative agreement included the latest language from FRA’s revised
template Attachment 1A,
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Attachment 1B, section 6, changed “outlayed” to “outlaid”. This change corrects
grammatical error.

Attachment 1B, section replaced term “reimbursement” with “payment”. This change
allows for advanced payment method.

Attachment 2, section 1, included a definition of the term “California High Speed
Rail Authority” in the definitions section. This change assures the agreement
included a definition of this term.

Attachment 2, section 2, changed “approved otherwise by FRA” to “otherwise stated
in this Agreement” and deleted “complete all actions necessary”™. This change allows
for tapered match.

Attachment 2, section 4, replaced “reimbursed” with “paid”. This change allows for
advanced payment method.

Attachment 2, section 7, revised the payment processing to follow FRA’s new Delphi
elnvoicing System and added in authority to use the advance payment funding
process. This change updates the agreement to reflect FRA’s new elnvoicing process
and allow the grantee to use the advance payment process authorized by 49 C.F.R. §
18.21(c).

Attachment 2, section 11, removed the buy America reference. This change reflects
that the section was moved to Attachment 1.

Attachment 2, section 23, revised the right of FRA to terminate section of the
agreement. This change strengthens and clarifies FRA’s rights with respect to
suspension or termination of financial assistance, the repayment of federal funds, and
the use of offsets.

Attachment 2, section 24, added provisions related to Transparency Act Requirements
- Reporting Subawards and Executive Compensation. This was changed because
while these requirements do not apply to Recovery Act funded programs, they do
apply to other grant funds so FRA wanted the Grantee to be aware of and cognizant
of them.

Attachment 3, Statement of Work heading, replaced “July 20117 with “November
2012”. This change reflects new statement of work.
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o  Attachment 3, Statement of Work, Project Estimate/Budget, authorized the Grantee to
use a tapered match consistent with the Funding Coniribution Plan and new Exhibit 3
while recognizing the Grantee’s obligation to provide the full promised match
contribution at Project completion. This change provides the Grantee with flexibility
consistent with the agency’s tapered match policy contributing to cost savings and
schedule flexibility.

o Attachment 3A, Statement of Work heading, replaced “July 2011” with “November
20127, This change reflects new statement of work.

e Attachment 3A, Statement of Work, Task §, clarified language requiring the Grantee
to request in writing FRA’s written approval to issue a notice to proceed (NTP) for
any contact for design and/or construction service. This change clarifies that the
Grantee is not authorized to provide NTP for design and or/construction services
without FRA’s written approval.

e Attachment 3A, Statement of Work, Project Budget, authorized the Grantee to use a
tapered match consistent with the Funding Contribution Plan and Exhibit 3 while
recognizing the Grantee’s obligation to provide the full promised match contribution
at Project completion. This change provides the Grantee with flexibility consistent
with the agency’s tapered match policy contributing to cost savings and schedule
flexibility.

e New Exhibit 3, Funding Contribution Plan, added. This change, as described above,
describes amount and schedule of the Federal and Grantee funding contributions for
the Project.

In response to the request for a document that explains and justifies why each change was
made in every other high speed rail grant agreements, a search of FRA’s
grant/cooperative agreement management program, GrantSolutions, indicates that to date
FRA has approved 134 amendments to obligated high speed rail grant/cooperative
agreements. 1t would be cost and staff time prohibitive to prepare an analysis
documenting all of the changes adopted in 134 grant/cooperative agreement amendments.
The majority of the amendments were for items such as term extensions, changes to the
elnvoicing system, updating grant managers and administrative officers, and
revisions/updates to statements of work. [fthe Committee is interested in any specific
amendments, we could evaluate the changes effectuated through the amendment process
with respect to that particular agreement.
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7. The Administration's 2014 budget proposes funding for commuter railroads to
implement Positive Train Control systems. Why is the Administration requesting
PTC funds now, after not doing so for several years? How much funding does FRA
estimate Amtrak and commuter railroads need to meet the PTC mandate?

While gathering information to support the development of the report to Congress in late
2011, FRA became aware of the commuter railroads’ need for funding to support the
2015 deadline for PTC implementation. FRA’s assessment indicates that passenger
railroads would need a minimum of $875 million for initial acquisition and installation of
onboard, wayside, and central office equipment.

8. DOT released a report detailing significant obstacles to the implementation of PTC
by the 2015 statutory deadline. Does the Administration support an extension, and if
so, for how long?

The PTC Implementation Plans approved by FRA were submitted with timelines that
reflected full completion by the 2015 statutory deadline. Since the submission of those
plans, several railroads have publicly stated that they cannot meet the deadline for full
completion and that they do not foresee full implementation occurring until between 2018
and 2020. FRA described some of the challenges associated with full implementation of
PTC by the required deadline in its August 2012 report to congress. FRA stated in the
report that:

“Given the current state of development and availability of the required hardware and
software, along with deployment considerations, most railroads will likely not be able
to complete full RSIA-required implementation of PTC by December 31, 2015.”

At this time, the Administration does not have sufficient information to determine the
appropriate length of any extension for full completion. However, the Administration
would support any extension deemed appropriate by Congress, and if Congress provides
such an extension, FRA would support an approach that provides FRA considerable
flexibility in applying any such extension.

9. The Administration is proposing $190 million in grant funding to support freight
rail projects. Given the large private investments the freights are already making,
why are Federal funds for freight projects needed?

The $190 million proposed for the Freight Capacity program area will fund three
activities:
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a. Capital upgrades to critical freight corridors and connection points. A strong
record of public-private partnerships on freight rail projects has been
demonstrated over the past several years, given the substantial benefits that these
investments deliver. For example, DOT received (and has funded) several
applications for freight rail projects through the TIGER program, most of which
included substantial private sector contributions. This program area will fund
projects that have clearly defined public benefits, similar to projects like the
Heartland Corridor project connecting Norfolk, Virginia to Chicago, llinois that
was jointly funded by the Federal Highway Administration, Norfolk Southern,
and three States; the CREATE program in Chicago; and the Tower 55 program in
Texas.

The financial assistance proposed in this program area will leverage private
dollars to ensure that rail continues to become more competitive for moving
intermodal goods. FRA estimates that every $1,000 invested in these activities
will yield $2,800 in public benefits over 25 years.

b. Capital upgrades to short-line railroads. Short-line railroads provide critical
“last mile” connectivity for many shippers, yet often lack the capital resources
needed to undertake significant upgrade projects. This financial assistance will
help ensure that short-line railroad infrastructure is in good working erder, thus
maintaining and improving the reliability of the freight system as a whole.

c.  Capital improvements to mitigate the impact of freight rail operations on local
communities. While boosting the share of goods moved by rail results in
substantial public benefits, increased freight operations can also have adverse
impacts on local communities. These grants will help mitigate these impacts
through relocating rail lines, eliminating at-grade crossings with roads, building
sound walls, or other measures.

For all three of these program areas, Federal funds will be provided at levels
proportionate to the anticipated public benefits. All projects must also be identified on
either a State Rail Plan or State Freight Plan.

Question from Rep. Barletta:
1. Tused to run a small business, so I am somewhat concerned about an issue that FRA

is contemplating that could hurt our nation's small businesses. We should be
encouraging public-private partnerships to encourage investment in infrastructure-
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not create roadblocks to their development. I've heard that the FRA may be
eliminating small business set-asides for future FRA Independent Financial
Advisors consultants for the Railroad Rehabilitation and Improvement Financing
RRIF loan program. This small business set-aside was set up to help save money
because the very individuals who use the RRIF loan program are generally our
nation's short line railroads, which are the small businesses in the freight railroad
industry. For the past couple years, this Subcommittee has held hearing after
hearing about the RRIF loan program and the problems that borrowers face. Since
T've been here it seems that Deputy Secretary Porcari has admitted that there are
problems. In spite of the problems that US DOT has had in administering the RRIF
loan program- it would seem to me that US DOT ought to be doing things to
improve things and minimize the cost to America’s small businesses. I am concerned
that the elimination of the small business set-aside will further hurt the RRIF
program instead of enhancing it and improving it. Eliminating the small business
set-aside means only the big Wall Street investment banks and consulting firms will
wind up getting these contracts with FRA. Administrator Szabo, Shouldn't we be
focusing on increasing access-especially for small businesses-to capital for
infrastructure?

FRA considers small businesses to be important contributors to the agency’s mission, and
small businesses will remain eligible to compete for RRIF Independent Financial Advisor
(IFA) contracts. In fact, FRA’s latest contract for I[FA services was awarded to a small
business that won the project over several large companies, through a highly-competitive
selection process.

Questions from Rep. Corring Brown:

1.

You stated that "[E]very rail system in the world has been planned and developed
through a predictable multi-year funding program.” Since Amtrak was created in
1971, Amtrak and many in Congress have argued that we need one unified
approach to surface transportation- from planning to financing. In the past,
opponents have argued against that on the grounds that the Highway Trust Fund is
exclusively financed by highway users. That is no longer the case. Since 2008,
Congress has appropriated $53.3 billion in general revenues (more money than
Amtrak has received in its entire existence) to fund the Highway Trust Fund and
subsidize highway and transit users. How can a for-profit corporation effectively
plan for the future when it does not know how it will be funded on a year-to-year
basis; does the current way Amirak is financed end up just costing the taxpayer
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more money; and what does the Administration propose for how to move forward
with respect to funding?

The Administration agrees that Federal rail programs should have a stable source of
funding like other modes of transportation currently enjoy. This would enable rail
stakeholders including Amtrak, state and local governments, and private firms to more
efficiently plan and invest in capital and infrastructure projects.

To this end, the President’s budget proposes to fund the proposed National High
Performance Rail System program from mandatory trust fund resources. Specifically, the
FY 2014 Budget proposes to create a new Rail Account within a Transportation Trust
Fund. The Rail Account would be fully funded through FY 2018 to support the
Administration’s five-year $40 billion rail reauthorization program using savings from
Oversees Contingency Operations. No new taxes are needed to support this program, and
no existing highway taxes would be affected.

Over the last three fiscal years Amtrak used capital grant money to fund operating
expenditures on four occasions. I recognize that the funds were eventually
replenished and used to fund capital projects on your approved capital plan, but
does FRA know what caused this? Is this something other for-profit corporations
do, and are Amtrak's audits every month clean? Do these temporary transfers raise
concerns for FRA, and do you believe that FRA should be notified when this
occurs?

Over the course of a year, Amtrak must actively manage a company-wide budget of
nearly $4 billion, with the goal of remaining cash solvent. Amtrak aims to maintain a
daily cash balance of at least $200 million at all times. With this balance, Amtrak can
pay its routine bills and conduct normal business. There are often times when Amtrak’s
cash reserve falls below $200 million, however. This occurs because of the mismatch in
timing between revenues (including Federal grants and payments from states) and

costs. When Amtrak’s daily cash balance falls below $100 million, the railroad is
financially stressed and must take steps to delay or defer non-essential payments so that it
can cover critical costs including payroll, which in a single day can be tens of millions of
dollars.

Consequently, the FRA’s top priority is to ensure that Amtrak maintains a sufficient cash
reserve and, therefore, continues to as a going concern. FRA closely monitors Amtrak’s
financial position, including reviewing monthly cash forecasts and daily cash balance
reports provided by the railroad. FRA senior management also meets regularly with
Amtrak leadership including its CFO to evaluate Amtrak’s finances. As a result of these
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efforts, FRA has a solid system in place for tracking Amtrak’s cash status over the course
of a year.

As part of managing its daily cash balance, Amtrak must keep track of its different
sources of revenues, including FRA grants for operating and capital and debt. To do so,
Amtrak staff and managers regularly allocate costs for different projects and

activities. Amtrak reconciles cost aflocations at the end of each month, which is a
standard financial management practice followed by most companies. Until Amtrak
reconciles these costs, they default to Amtrak’s operating budget. For this reason,
Amtrak cannot say on short notice if it has used capital funds to pay for operating

costs. That said, Amtrak calculates that there have been points in time — a day or two --
when it has used capital funds to pay for operating costs.

FRA’s test, which is supported by Amtrak’s independent financial auditors, is that
Amtrak must show by the end of the year that operating and capital grant funds were used
for those purposes. For the reasons outlined above, FRA supports providing Amtrak the
flexibility to address its cash requirements by temporarily relying on operating

funds. However, because the determination of whether this occurred requires an after-
the-fact reconciliation, FRA does not expect Amtrak to provide to FRA prior notice.

1t seems that Amtrak is ending its fiscal years with excess subsidies provided by the
Federal Government. I recognize it has a backlog in capital improvements on the
Northeast Corridor and elsewhere. Is FRA notified when there is an excess at the
end of the fiscal year? If not, should FRA be notified, including on what Amtrak
does with the excess subsidies?

FRA supports allowing Amitrak to use excess operating funds to make investments in
capital projects, where those projects are part of an approved capital plan. Investing in
capital can provide numerous benefits including driving down operating costs. There is a
process in place that supports collaboration between Amtrak and FRA in this area, which
requires FRA concurrence of Amtrak’s plans for redirecting operating grant funds to
capital projects. Over the course of the last year, FRA has significantly increased its
communications with Amtrak on this topic, and will maintain this cotlaboration as a
standard operating procedure going forward.
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The President's FY 2014 Budget proposes to create a new Research, Development,
and Technology program. What is the difference between that program and the
FRA's existing Research and Development program?

The existing R&D program will continue to be focused on rail safety-related issues, and
will continue to be funded out of general revenues, at the same level as previous fiscal
years. The new RD&T program is focused on positioning America's rail industry for
global leadership, and will be funded from the Transportation Trust Fund. Both
programs will be seamlessly managed and coordinated, and give the United States a
unique edge in workforce development and rail research.

Railroad Research and Development: The President’s Budget requests $35.3 million
for research and development activities to mitigate railroad operations risk. Funding is
included in this request to advance technology with railroad operators for system
integration, interoperability standards, and prototypes for positive train control
communications

Railroad Research, Development, and Technology: $54.7 million to stimulate
technological advances for conventional and high-speed rail. This new trust fund program
includes three primary activities: (1) High Performance Rail R&D: $24.5 million to
ensure that the US is at the forefront of passenger rail technology; (2) The National
Cooperative Research Program: $4.9 million to support a partnership with the National
Academy of Sciences to advance cooperative research; (3) Workforce Development:
$24.7 million to provide technical assistance and training to the public, to advance
university transportation centers, and to provide Buy America support for US rail
manufacturing.
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Good morning, Mr. Chairman, and thank you for the opportunity to testify today.,
While our annual grant requests are not typically a topic that we have been asked to
discuss before this Committee, the context for this discussion — and by that I mean the
reauthorization — is exactly right. Our discussions with the Committee in the wake of
Super Storm Sandy have highlighted some of the unique challenges that Amtrak faces,
and I think it’s useful to discuss the financial and capital management of our
organization. I want to do this both because I think we are working to manage these
challenges effectively, and because there are larger issues looming behind the immediate
and obvious ones that will need to be addressed in this reauthorization.

One of the issues we have heard a lot about this year is cash management.
Because we’re a business, rather than an agency, our budgets are much more fluid. We
generate revenues, and our need for operating funding fluctuates depending on our
revenue performance. Over the last couple of years, that performance has been very
good, but it hasn’t changed Amtrak’s basic situation: we are a capital-intensive business
that does not generate sufficient revenues to cover our operating costs, let alone fund
capital investment. We’re in a heavily seasonal business, one that is frequently affected
by weather and other events, and so our real fiscal challenge is not so much budgeting as
it is cash management.

While up until now I have dealt with this entirely in the abstract, I would note that
in concrete terms, we are talking about relatively small sums, and short periods. You will
see that here on the first slide. Over the last three fiscal years (FY 10-12 and FY13
through March 31), we have used capital grant money to fund operating expenditures on

four occasions, none of longer than nine days’ duration, none of more than 2% of the
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total value of our annual operating expenses; all our capital funds were eventually used
for activities in our approved capital plan. We don’t have access to short term credit, so
we do occasionally use our capital money in this way — but as you can see, the alternative
would entail expenses that we otherwise avoid. We’ve actually been recognized by
Treasury and Risk magazine with their Alexander Hamilton Award for the efficiency of
our cash management (including the pooling of funds), since it minimizes the need for
duplicative work, provides us with much-needed flexibility and saves unnecessary
expense.

The next slide will explain why this is necessary. The seasonality of our revenues
is exacerbated by the periodic nature of our operating support payments and the
challenges that come with an unpredictable budget cycle. 1 would add that those
challenges aren’t just associated with the Federal budget cycle, although that’s
challenging enough — each of the fifteen states that partners with us to offer service has
its own budget cycle, and those cycles can affect when states pay the bills they incur from
the operation of state-supported services. There’s an aspect of due caution involved in
budgeting for a company that has as little liquidity as Amtrak enjoys. We typically have
about $200 million in cash reserves, and there are points where those reserves drop below
the $100 million level, which is a major concern — you can infer from this chart, for
example, what might have happened had a Super Storm Sandy-scale event (which cost us
about $50 million) come at a point in 2012 when our cash reserves were low. We’ve had
to deal with the challenges that come from a continuing resolution every year since 1998.

1 would note parenthetically that the Section 209 process, which is expected to generate
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increased revenues in the coming year, is still far from complete — we only have one
agreement in place, and we have a long way to go yet.

This next stide will give you an idea of some of the challenges we face in building
an operating budget for the coming fiscal year. When we build a budget like this, we
have to plan for both the ordinary and the extraordinary. Obviously, you can’t plan for a
Sandy-scale event every year, but even in normal years there are extraordinary events —
which are an ordinary occurrence in the railroad industry. There are also more mundane
factors that we have to take into account — things like fuel costs, which have fluctuated
unpredictably over the last few years, as you know.

These arc all basic facts of life in the transportation business. Some, like Sandy,
are so significant that we have to request financial assistance, but the vast majority of
these incidents are simply something we have to live with, making the appropriate
changes to our spending to accommodate them. We typically budget with the expectation
that there will be a certain level of disruption, in part because we would rather ask for the
money up front than come back to Congress in the midst of a major event with a sudden
request for more funding. As you can see from this chart, we are running a degree of
caleulated risk in FY 2014. Our budget includes a projected total of $85 million from the
states generated by the Section 209 process that I mentioned earlier. We have made
progress in our conversations with the states, but the process of concluding and funding
the new contracts is still for the most part ahead of us, and if it doesn’t work out, there

could be some hard choices.
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While we do need the flexibility to use capital money to cover operating expense
on a temporary basis, there’s another side to this coin. When the financial situation is
favorable, Amtrak does use operdting money to meet capital and other expenses. Amtrak
has in recent years sometimes found that its ongoing pattern of ridership growth has
generated revenues that exceed our budgeted amount, leaving us with operating funds
that are not needed to keep the day-to-day operations going. When we find such a
situation, we try to use it strategically — to fund capital investments that will help us
operate the system more efficiently. One of the basic realities of our system is the
enormity of our capital need. We are routinely running sixty year old cars, and we will
need to spend $52 billion in the coming decades just to get the existing infrastructure in
the Northeast into a state of good repair, and to meet the growth challenge. We’ve also
used operating funds to ensure that we avoid some of the challenges such as retiree
funding — Amtrak’s retirement fund, for example, is currently fully funded.

The next slide will explain another one of the investiments we have made. This
slide shows Amtrak’s overall debt level. As you can see, it grew steeply between 1999
and 2002. During this period, the company was starved for cash, and to keep operations
funded, it resorted to debt financing. New York Penn Station was mortgaged; thirty year
old cars were sold and leased back to the company, all to generate the money Amtrak
needed to keep things moving. We made a very definite decision to address that
situation, and over the last few years, paying down debt has been a major priority. It has
helped us reduce the debt service payments, and it has improved our credit rating so we

can finance new equipment for growth — which will in turn help us generate more
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revenues, which should allow us to gradually extend and continue the improvements we
have made over the last few years.

There are a lot of checks and balances in place to ensure there are no abuses, and
if you’ll look at the next slide, you’ll see some of the agencies, firms, and bodies that
oversee Amtrak’s financial transactions. We report our cash balances to the FRA on a
daily basis, and we also submit monthly reports to them so they’re very aware of both our
immediate balance and the longer-term: outlook. We are also audited on an annual basis,
just as any publicly-traded company would be, by an outside auditing firm which does a
thorough analysis of our financial records. The annual audits show a pattern of
improvement — we’ve had no material deficiencies and no material weaknesses since
2009. We have an independent Inspector General’s Office that has wide powers to
review and examine every aspect of our operations, and it is available, if needed, to
address the Committee’s questions. The Department of Transportation’s IG is similarly
empowered, and we are also periodically examined by the General Accountability Office,
which has the authority to review our operations and processes. And as you know, four
Congressional committees oversee our operations. It would be hard to think of an entity,
public or private, that is as thoroughly subject to scrutiny or oversight as Amftrak.

We continue to have significant capital needs that are being addressed piecemeal,
as we can afford to address them, or when we have no other choice. When Amtrak’s
growing revenues and operating grant exceed our operating needs, we make additional
capital investments. This is consistent with Congress’ traditional authorizations and
addresses the greatest long term need of the intercity passenger system. We currently

have a backlog of more than $5.8 billion in state of good repair work on the Northeast
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Corridor. The NEC is so heavily used that at rush hour, trains enter and leave the
century-old New York tunnels at 150 second intervals. Our ridership and revenues are
still growing, but much of that growth is the product of investments made more than a
decade ago, and if we do not continue to invest, we will lose the advantages we currently
offer travelers, and we will cease to be a valuable and relevant transportation alternative
in a region that’s already the most congested in America.

In closing, I would ask the committee to consider this question of whether the
nation is willing to invest in its infrastructure carefully, because the needs are significant,
but the benefits are tremendous — you only need to look at how we’ve grown over the last
ten years to see that. I would also ask you to think carefully about the question Amtrak
has perennially faced: what does the government want us to be?

Right now, I can tell you what we are: we are a safety-based organization that’s
working hard to improve our customer focus so that we can improve our bottom line.
Over the last decade, we’ve grown our ridership, cut our debt and reliance on Federal
operating support, and we’ve brought new service to states and regions that have fewer
and fewer choices. We’re doing the right thing, and I’'m proud of the job we’ve done.
But it cannot go on indefinitely: we face very real capital challenges that will have to be
addressed in the near future. Together, we can address those challenges, and the success
we're seeing today is a clear statement of the way benefits flow from capital investment,

The reverse can also be true: if we do not invest, we would expect to see not
lower operating costs, but higher ones, as a failure to fund leads to a downward spiral.
This has happened before, and Amtrak has always recovered, as the belated recognition

of the need has eventually led to a funding decision that reversed the trend. But our fleet



88

and the Northeast Corridor are today much older, and in many senses more fragile, than
they have ever been, and both the need and the opportunity are correspondingly greater.
One way or another, we will make a decision about what kind of a railroad we want, and
what kind of a business we are going to run — but my hope is that we do not make this
decision by default, because if we do, and nothing changes, the outcome will not be a

happy one ~ not for Amtrak, the region, or the country.
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Committee on Transportation and Infrastructure
Subcommittee on Railroads, Pipelines, and Hazardous Materials

Hearing on “Amtrak’s Fiscal Year 2014 Budget: The Starting Point for Reauthorization”

April 11, 2013
Questions for the Record

Questions from Rep. Denham:

1.

The states of KS, NM and CO are looking for ways to support the continuance of
passenger rail through their communities but they need specific information on what
needs to be repaired or upgraded. Can Amtrak provide a mile-by-mile or section-by-
section detail oft

a. The repairs or upgrades needed,
b. The estimated costs; and,
¢. The timing and priority of the repairs,

Amtrak has approached the states for support of infrastructure improvements along this
long-distance route, has Amtrak contemplated a formula for cost sharing?

If Amtrak cannot get a commitment for cost-shating from the states, forcing it to re-route
the Southwest Chief, what is the cost of re-routing the service? And can you provide an
accounting of those costs?

Under section 209 of PRIIA, Amtrak expects to receive an additional $85 million in State
funding, yet your 2014 legislative grant request for operating subsidy doesn’t seem to
reflect those full savings. Please describe in detail what cost increases are offsetting the
expected $85 million reduction in operating subsidies? If these cost increases are
inflationary in nature, how did Amirak cover these costs in 2012 given that the Federal
grant for operating subsidies did not increase substantially?

Amtrak received $400 million in High Speed Rail funding to make upgrades along the
Northeast Corridor. How much progress has Amtrak made on those projects?

You mentioned in your festimony about the excess operating appropriations being spent
on other projects, could you provide us with a breakdown of what those excess
appropriations were spent on? Of these funds, how much has been spent on state of good
repair projects?

In your testimony you state that you will need to spend $52 billion on state-of-good-
repair on the NEC and meet the growth challenges on page 5, but on pages 6-7 you say
you have a $5.8 billion backlog of state-of-good repair. Can you please reconcile these
two numbers?

Questions from Rep. Corrine Brown;

1.

Section 209 of the Passenger Rail Investment and Improvement Act of 2008 directs the
States and Amtrak to “develop and implement a single, nationwide standardized
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Committee on Transportation and Infrastructure
Subcommittee on Railroads, Pipelines, and Hazardous Materials
Hearing on “Amtrak’s Fiscal Year 2014 Budget: The Starting Point for Reauthorization”
April 11,2013
Questions for the Record

methodology for establishing and allocating the operating and capital costs among the
States and Amtrak” related to trains that operate on corridors of 750 miles or less.
Amtrak has informed Committee staff that States with such routes would reduce
Amtrak’s operating loss on those routes (see FY 2011 chart provided to Committee staff,
page 10-11) from $155.3 million to $97.4 million. What costs make up the remaining
$97.4 million? Why are the States not paying that $97.4 million? Please provide the
Committee for the record a list or chart of (1) each of the States with State-supported
routes (by State), (2) a brief summary of each State’s service (by State), (3) the fully
allocated cost of each State’s service {(by State), (3) the total revenue for each State’s
service (by State), (4) the fully allocated loss for each State’s service (by State), and (5)
how rmuch each State is expected to pay Amitrak for such service under Section 209 (by
State).

2. If a State discontinued service under Section 209, would the costs to the States on the
other routes need to be recalculated? If so, how would this impact the costs for the other
States with State-supported routes? Could those costs increase?

3. Section 212 of the Passenger Rail Investment and Improvement Act requires the
Northeast Corridor Infrastructure and Operations Advisory Commission to develop a
formula for compensating Amtrak for commuter rail usage of Amtrak’s infrastructure,
facilities and services on the Northeast Corridor. Amtrak is then required to work with
the Northeast Corridor states to implement new agreements based on the formula. What
is the status of Section 2127

4. You mentioned that over the last three fiscal years Amtrak used capital grant money to
fund operating expenditures on four occasions. I recognize that the funds were
eventually replenished and used to fund capital projects on your approved capital plan,
but what caused this? Is this something other for-profit corporations do, and are your
audits clean every month?

5. It seems that Amtrak is ending its fiscal years with excess subsidies provided by the
Federal Government. I recognize you have a backlog in capital improvements on the
Northeast Corridor and elsewhere. What has Amtrak done with the excess subsidies?
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Committee on Transportation and Infrastructure
Subcommittee on Railroads, Pipelines, and Hazardous Materials
Hearing on “Amtrak’s Fiscal Year 2014 Budget: The Starting Point for Reaathorization”
April 11,2013
Questions for the Record

Questions from Rep. Denham:

The states of KS, NM and CO are looking for ways to supprt ae continuance of passenger rail
through their communities but they need specific informat on on what needs to be repaired or
upgraded. Can Amtrak provide a mile-by-mile or section-by-section detail oft

a. The repairs or upgrades needed,;
b. The estimated costs; and,
c. The timing and priority of the repairs.

Answer to Question 1:

Amirak and BNSF made a joint presentation to Congressional staff on March 15, 2013, which
addressed the topics in this question. The PowerPoint presentation from that meeting
accompanies this answer. With respect to questions (&) and (b), please note pages 10 and 13-16.
With respect to question (c), timing is addressed on pages 10, 11, and 17. Regarding priority,
although not called out in the PowerPoint, the worn rail in Kansas west of Holcomb, and in
Colorado east of Las Animas, is in the most urgent need of repair.

Question 2:
Amtrak has approached the states for support of infrastructure improvements along this long-
distance route, has Amitrak contemplated a formula for cost sharing?

Answer to Question 2:

Amtrak has proposed two formulas for cost-sharing: (1) An equal sharing of 20% each of the
total annual and one-time costs among five interested parties: Amtrak, BNSF, and the states of
Kansas, Colorado and New Mexico (please see page 11 of the accompanying PowerPoint); or (2)
each state and/or group of municipalities within cach state would be responsible for taking the
tead in finding funding for the affected section of the Chief’s route in their state, as shown in the
accompanying PowerPoint presentation on pages 13-16. (See Attachment A entitled,
“Seuthwest Chief Routing Briefing for U.S. Senate Staft March 15, 2013”).

Question 3:

If Amtrak cannot get a commitment for cost-sharing from the states, forcing it to re-route the
Southwest Chief, what is the cost of re-routing the service? And can you provide an accounting
of those costs?

Answer to Question 3:
The potential “Transcon” alternate route is owned and operated by BNSF. Amtrak has not yet
requested and BNSK has not yet provided an estimate of possible capital costs, if any, associated
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with a reroute of the Chief to the Transcon. The Transcon is a very busy route with significant
freight traffic ranging from 80-100 trains per day. It is not possible to comprehensively answer
this question until that information is available. However, Amtrak’s ridership and revenue
estimates are that the Transcon reroute would generate 8,500 fewer riders and $1.3 million (2010
dollars) less in food, beverage and ticket revenues annually.

Question 4:

Under section 209 of PRIIA, Amtrak expects to receive an additional $85 million in State
funding, yet your 2014 legislative grant request for operating subsidy doesn’t seem to reflect
those full savings. Please describe in detail what cost increases are offSetting the expected $85
million reduction in operating subsidies? If these cost increases are inflationary in nature, how
did Amtrak cover these costs in 2012 given that the Federal grant for operating subsidies did not
increase substantially?

Answer to Ouestion 4;

The change in the FY 14 operating request compared to the FY 13 preliminary operating
requirement is illastrated in the table below. In short, projected increases in contractual
wages and management salaries, benefits, diesel costs and anticipated inflationary effects
on materials and services is offset by projected increases in PRILA 209 State supported
revenues and passenger ticket revenues.

Chauges in Operating Subsidy ($ in millions)

FY13 Preliminary Federal Subsidy $375
Increases in Costs
Agreement Employees Contractual Wages 37
Management Employees Salary 10
Benefits (Health Care and RRTA taxes) 34
Diesel Fuel costs 15
General inflation on materials and services 22
Total Increases in Costs 118
Decreases (Revenue increases)
PRIA 209 State Supported Revenue (85)
Incremental Passenger Ticket Revenue (35)
Total Decreases (Revenue increases) (120}
Net Change (2)
FY14 Operating Request 8373

Amtrak was able to cover inflationary increases in FY12 due to increases in ticket
revenues and cost contaimment in other areas.
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Question 5:
Amitrak received $400 million in High Speed Rail funding to make upgrades along the Northeast
Corridor. How much progress has Amtrak made on those projects?

Answer to Question 5:

The general objective of the Program is to upgrade and improve the catenary, power, track, and signal
systems on the Northeast Corvidor (NEC) primarily between New Brunswick and Trenton, NJ, and to
improve the westem approach tracks in New York Penn Station to facilitate increased speeds and
improved reliability for all users, and eventual higher levels of service. This Program, combined with
equipment acquisition curtently in the planning stages, would allow Amtrak to achieve operating speeds
of a minimum of 160 mph in the vicinity of New Brunswick NJ and in the vicinity of Trenton NJ; a first
step in implementing Amtrak’s vision of incrementally raising speeds while concurrently achieving
significant increases in NEC capacity and service reliability. In addition, this program will substantially
improve the reliability of intercity and commuter sexvices in one of the most heavily used sections of the
NEC, and provide improved flexibility of service scheduling through the addition of new high speed
interlockings. Amtrak and NJ Transit are also coordinating this work with a state-funded companion
infrastructure project to construct a grade-separated loop track to enable NJ Transit trains to operate from
one side of the NEC to the other with no interference to Amtrak service. This substantial investment will
further improve the reliability of operations for both services.

Initial work has focused on design of the new traction power system, signal and interockings, high speed
testing of equipment (by Amtrak, the Volpe Center and Boesing Co.), environmental and permitting,
construction of staging facilities and temporary passenger facilities, achieving Buy America compliance,
etc.. Much of the design work has been precedent setting, made necessary in order to upgrade a rail route
originally constructed for pre World War U operating concepts, fo one that is fully capable of delivering
high speed / high capacity corridor service for the 21% Century.

To date, approximately $11.1 m has been expended with an additional $45.6 m planned in FY’13. The
majority of project expenditures remain on schedule to ocour between
2014 and 2016

Question 6:

You mentioned in your testimony about the excess operating appropriations being spent ou other
projects, could you provide us with a breakdown of what those excess appropriations were spent
on? Of these funds, how much has been spent on state of good repair projects?

Answer to Question 6:
During the FY11 and FY12 time period, Amtrak received $220 million in operating
appropriations in excess of Amtrak’s need. Of the $220 million, $151 million was spent
on capital projects as follows:
o §55 million to complete ARRA projects in excess of ARRA funding
o 528 million in progress payments for our new single level long distance passenger cars.
e $68 million for additional capital projects
Of the items listed above, approximately $69 million were considered state of good
repair.

The remaining balance was consumed by changes in working capital, primarily by
increases in accounts receivable.
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Tn your testimony you state that you will need to spend $52 billion on state-of-good-repair on the
NEC and meet the growth challenges on page 5, but on pages 6-7 you say you have a $5.8 billion
backlog of state-of-good repair. Can you please reconcile these two numbers?

Answer to Question 7;

The $5.8 billion for state of good repair is a reasonable approximation (the namber changes constantly, as
work is performed and individual assets pass the end of their useful lives) of the state of good repair
situation we face today; right now, approximately $5.8 billion dollars” worth of assets are either past the
end of their planned useful life or are not receiving adequate levels of maintenance to ensure reliable
performance. This does not connote a lack of safety or imply that large scale failure is imminent. Many
of these assets are functionally obsolete and are currently being maintained in a manner that is suboptimal
and could produce delays and other challenges if they are not replaced. This number could grow or
shrink, depending on the availability and pace of capital funding in coming years.

The figure of $52 billion represents not only the sums that must be spent on state of good repair now and
approximately 2040 — it represents a spectrum of improvements that Amirak, its commuter and freight
partners have identified in the Northeast Corridor Master Plan to realize the full potential of the NEC.
This figure included;

a) % 0.3 b for Positive Train Control (PTC)

b) $ 5.8 for Back Log projects on Amtrak owned portion of the NEC

¢) § 3.0b for Back Log projects on the MTA/CT owned portion of the NEC (New Haven Line)

d) $32.3 b for core reliability, capacity and trip time improvements (of which $15 b was identified
for new tunnel capacity under the Hudson River and station expansion in New York)

e} § 2.0 b for the replacement of the B&P Tunnel in Baltimore

) § 9.0 for State-of-Good-Repair projects on assets coming due for renewal during the time
period.

g) $52.4 1 Total (Note these costs were in 2069 dollars).
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Questions from Rep. Corrine Brown:

Question 1:

Section 209 of the Passenger Rail Investment and Improvement Act of 2008 directs the States
and Amtrak to “develop and implement a single, nationwide standardized methodology for
establishing and allocating the operating and capital costs among the States and Amtrak” related
to trains that operate on corridors of 750 miles or less. Amtrak has informed Committee staff
that States with such routes would reduce Amtrak’s operating loss on those routes (see FY 2011
chart provided to Committee staff, page 10-11) from $155.3 million to $97.4 million. What
costs make up the remaining $97.4 million? Why are the States not paying that $97.4 million?
Please provide the Committee for the record a list or chart of (1) each of the States with State-
supported routes (by State), (2) a brief summary of each State’s service (by State), (3) the fully
allocated cost of each State’s service (by State), (3) the total revenue for each State’s service (by
State), (4) the fully allocated loss for each State’s service (by State), and (5) how much each
State is expected to pay Amirak for such service under Section 209 (by State).

Answer to Question 1:

The items not covered by State Supported payments, e.g. the $97.4 million, primarily consist of
allocated overhead costs for Transportation, Mechanical, Marketing and General Administrative
departments. Under PRITA 209 States are responsible for their route’s direct cost and a
reasonable portion of costs that they share in, like Stations. As part of the PRITA 209 formula
agreed to by the majority of the States and Amtrak and approved by the Surface Transportation
Board, the States are charged an additive rate for those overhead costs mentioned above, but not
the entire allocated amount.

The remaining information you requested is included as (See Attachment B entitled, “PRIIA
209 FY2012 Estimated Revenues and Operating Costs”)

Question 2:

If a State discontinued service under Section 209, would the costs to the States on the other
routes need to be recaleulated? If so, how would this impact the costs for the other States with
State-supported routes? Could those costs increase?

Answer to Ouestion 2:
The practical effect of a state ceasing service may be two-fold:

If the State service is the only service on the particular route, and the service ceases, then employees
impacted may be entitled to a dismissal or displacement allowance under Appendix C-2, as medified by
Arbitrator Richard Mittenthal on May 31, 1998. The level of protection will be 1/3 of the up to maximum
5 years protection (depending on service time) if the state is the moving party under the Mittenthal

award. If Amtrak is the moving party, then the up to maximum of 5 years applies.

As long as a train operates over the route no less than 3 times per week, there is no trigger of employee
profection.

If a State discontinued a service under Section 209, those shared costs that do not go
away as well as the discontinued service’s overhead addifives would need to be redistributed
amongst the users of the shared costs and to all remaining routes in the case

w
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of the overhead additives. It is anticipated that any route discontinuance will increase the
costs of all remaining routes, not just Stated supported routes.

Question 3:

Section 212 of the Passenger Rail Investment and Improvement Act requires the Northeast
Corridor Infrastructure and Operations Advisory Commission to develop a formula for
compensating Amtrak for commuter rail usage of Amtrak’s infrastructure, facilities and services
on the Northeast Carridor. Amitrak is then required to work with the Northeast Corridor states to
implement new agreements based on the formula. What is the status of Section 2127

Answer to Question 3:

The Commission is actively advancing the cost allocation process as required by Section 212
and established a “Cost Allocation Cormmittee” last year made up of Commission members and
affected commuter agencies to develop a common allocation method that ensures that all NEC
users pay their fare share of operating and capital costs for shared infrastructure. The Committee
will present its initial recommendations for this methodology to the Commission this spring and
the Commission a schedule to adopt a methodology and a schedule for implementation by this
September. As you know, Section 212 requires implementation of this methodology by October
1, 2014, (the start of FY 20135) and Amtrak is supporting the Comumission in its efforts to meet
this deadline.

Question 4:

You mentioned that over the last three fiscal years Amtrak used capital grant money to fund
operating expenditures on four occasions. 1 recoguize that the funds were eventually replenished
and used to fund capital projects on your approved capital plan, but what caused this? Is this
something other for-profit corporations do, and arve your audits clean every month?

Answer to Question 4:

The need to utilize a portion of the $200 million capital grant advance (the working
capital advance) was due to low cash balances, caused in part by delays in operating
funding. Amirak’s operating funding was delayed by the timing of continuing
resolutions and grant administration.

For-profit corporations generally do not segregate their funds. They vaise funds through
revenues, loans, or lines of credits and spend those funds on their operating or capital
needs from the pool of available funds. In certain, relatively infrequent circumstances,
debt may be raised for a specific purpose and the terms of that debt may restrict the use of
those funds to that purpose only. The reason they avoid segregation of funds is to avoid
the need to maintain duplicative cash balances in multiple accounts with resulting
inefficient use of cash.
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It seems that Amitrak is ending its fiscal years with excess subsidies provided by the Federal
Goverment. 1 recognize you have a backlog in capital improvements on the Northeast Corridor
and elsewhere. What has Amifrak done with the excess subsidies?

Answer to Question §

During the FY'11 and FY12 time period, Amtrak received $220 million in operating
appropriations in excess of Amitrak’s need. Of the $220 million, $151 million was spent
on capital projects as follows:

o 355 million to complete ARRA projects in excess of ARRA funding
o $28 million in progress payments for our new single level passenger cars
e $68 million for additional capital projects

Of the items listed above, approximately $69 million are considered state of good repair.
The remaining balance was consumed by changes in working capital, primarily by
increases in accounts receivable.
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ATTACHMENT A
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A New Alignment:
Strengthening America’s
Commitment to Passenger Rail

Robert Puentes, Adie Tomer, and Joseph Kane

Introduction

cross the nation, there are ongoing deliberations as to which transportation and infrastruc-

ture assets will support the next American economy, The freight railroads fout thelr energy

efficiency and role in exporiing goods. Aviation is a key industry when it comes to fostering

the global intermetropolitan connections critical for future economic growih. Car manufac-
turers are recasting themselves as consumer etectronics manufacturers, expanding notions of mobifity
into connectivity. And many mass transit agencies are experiencing something of a renaissance as
they contribute fo buifding communities instead of just maving people from point A to point B.

What about passenger rail and its notoriously beleaguered provider, Amirak? Considered by some
to be a big, bioated bureaucracy incapable of change and dependent on federal subsidies, it may seem
more representative of a bygone era and no longer relevant in the globally-oriented and technologi-
cally-enabied metropolitan economies of today.

But fook again. Although faced with an uncertain future ever since its creation in 1971, Amtrak is
reinventing itself.

A new partnership between states and the federal government focused on improving operations
and financial sustainabiiity is taking hold. As a result, it has cpened up a valuable and important
debate about the very future of American passenger rail,
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This report is intended to inform that conversation by examining key trends of passenger rail in
America foday. First, we assess national rail travel trends over time, fooking at passenger data since
1997. We then disaggregate those national passenger statistics to uncover the specific metropolitan
areas generating the majority of travel. The next section analyzes routes based on their fength, exam~
ining both ridership and financial performance. Finally, we synthesize these findings into a series of
federat implications and implementable recommendations for policymakers.

in the end we find that because of this new policy alignment, passenger raif in the United States
is on the track to success. But given Amtrak’s complex and unique nature as a quasi-public national
corporation, several key reforms are needed to enhance the new mode! for federalism and support
dynamic metropolitan growth.

Background

or a generation, American passenger rail has existed in an amazingly difficult political sphere.

From Amtrak's creation all the way through the recent dust-up over high speed rail, attitudes

in Washington waxed and waned.

Following World War il, the private passenger rail industry in the United States suffered.

Rapid decentrafization of metropolitan areas and an aggressive national interstate highway construc-
tion program created a dramatic shiff towards automobile and truck travel! Subsequent advances
in aviation further reduced ridership, and both freight and intermetropolitan passenger rait miles
dropped sharply.

At several points, the federal government intervened, not only to maintain passenger rail service,
but also to sustain and revitalize the railroad companies themselves. In the mid-1950s, declines in
industrial production and increased operating costs, especially in the eastern United States, meant
many rallroad companies were in deep financial trouble. In response, Congress passed the sweeping
Transportation Act of 1958. That law provided $50C mitlion in toans to raliroad companies and enabled
them to abandon certain passenger routes and shift some of their services toward more profitable
freight business.® Partiy as a result, 75 percent of the passenger train mileage in the United States
disappeared befween 1958 and 19713

in order “to do something about improving the speed and the convenience” of passenger rail travel
in the United States, President Lyndon Johnson signed the High-Speed Ground Transportation Act in
September 1965, which provided funding to develop and demonstrate advanced raif technology in the
Northeast Corridor from New York to Washington.® These original "Metroliners” were developed as a
public-private partnership between the U.S. Department of Transportation and companies like General
Etectric and Westinghouse and began operation in 19693

Alarmed by continued ridership declines overall and threats of more route abandonment, Congress
passed the Rail Passenger Service Act in 1970. For the first time, the federal government removed the
mandate that rail firms provide passenger service. It also created the National Raifroad Passenger
Corporation, later known as Amtrak, alfowing private rail companies to join the new national system.
Amtirak was given the exclusive right to operate on the freight rail companies’ tracks and was “given
preference over freight railroads in regard to track use”® According fo one analyst, it was the first
time in American history that Congress intervened in the economy “to save a service that was being
replaced by {other] alternatives.” Almost all private railroads would henceforth provide only freight
service,

Amtrak was initially created as a for-profit enterprise with common stock issued only to railroads,
though onty four chose to become stackholders.® The law also charged the federal transportation
secretary with choosing the metropolitan areas that would constitute the basic system of service. The
initial plan was for lines radiating out from Chicago and New York, with routes chosen based on a set
of clear ¢riteria including cost effectiveness. However, once the plan was released for comment, "politi-
cal resource atlocation abounded through the system” and additional routes were added?

While some freight companies enjoyed success under the new arrangement, major problems arose
in the Northeast. A series of bankruptcies, including that of the enormous Penn Centrat Transportation
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Company, forced Congress to create an Amtrak-tike for-profit entity on the freight side, later known as
the Consolicated Rail Corporation (Conrail). importantly for passenger rail service, Amtrak acquired
most of the railroad tracks between Boston and Washington as a result of the new legislation~about
365 miles. Previously, Amtrak did not own any of its trackage.®

Shortly thereafter, as operating losses continued to mount and it became clear that Amtrak would
not be financially stable, Congress amended Amtrak’s statute in 1978, so that it would now be “oper-
ated and managed as a for-profit corporation” instead of just “a for-profit corporation.”" The idea
behind this subtle change was that although Amtrak might not be totally free of federal subsidies to
fund its operations, it would be run more like a business, it wouid have clear goals and sounder finan-
cial management, while making a transition to more afternative funding sources, especially from the
states.

During the 1980s Amtrak drew little support from President Ronald Reagan, who proposed “zero-
ing out” Amtrak in all eight of his annual budget proposals to Congress. By the mid-1990s—and after
over $20 biflion in federal support~Congress opted for a different approach. The Amtrak Reform and
Accountability Act of 1997 decreed that the corporation would be operationally self-sufficient within
five years and authorized it to both add new routes and close others. The Amtrak Reform Council was
established to oversee this fransition,

The decree was not met. At the end of fiscal year 2001, Amirak announced a record operating loss of
$1.1 billion, and the Reform Council declared, “Amtrak is no closer to self-sufficiency today than it was
in 1997."% The councii advised continued government funding of the program while simultaneously lay-
ing out a plan for the restructuring of Amtrak. The proposal recommended that it be restructured as a
federal agency that would provide oversight to two companies, one that would run national passenger
rail operations and another that would deal specifically with the Northeast Corridor. After a transition
period, Amtrak would have the authority to franchise certain routes and operations.

The Reform Council's plan met strong opposition in Congress and the federal government continued
to provide financial support to Amtrak without implementing any of the council's major recommenda-
tions. In 2005 and 2006, the controversy over the future of America’s passenger rail network boiled
over, President George W. Bush's fiscal year 2006 budget once again proposed eliminating all operating
subsidies, which stood at $700 million in 2005, and Amtrak's president was fired in November 2005
after refusing to step down®

Despite the bleak period, Amtrak survived. But the years of tension and uncertainty required federal
and state policymakers to broker a new arrangement to improve the company’s finances and operating
performance.

The Passenger Rail Investment and Improvement Act (PRIA) of 2008 laid out a new vision and
sought to reorient the federal-state relationship through a five-year authorization. Until PRIA, Amirak
timped from annual appropriation each year “without knowing how much funding Congress would
provide,” making it difficutt and costly) for Amirak to conduct long-term planning and investment
decisions.* While the new arrangement does not provide for certainty in annual appropriations, it
did allow for the restructuring of debt and loans and provided a fonger-term approach for improving
performance. PRIA directed Amtrak to establish metrics and benchmarking across multiple opera-
tional categories. This included in-depth performance plans for the system’s long-distance routes, and
maintains the Federal Railroad Administration's authority to withhold funds if Amtrak failed to meet
certain performance goals.

But achieving better performance—both financially and operationally—~aiso demanded a new kind of
commitment from Amtrak’s state pariners. Therefore, reinforcing the need for state involvement, PREA
called for the development of state rail plans.® Those plans required: a central authority for operationat
management and representation with private and public authorities; coordination with other state and
metropolitan investment plans; objectives and priorities for the rall program; and a reviewable plan
of action. While drafting a plan is technically optional, falture to do so makes a state ineligible for new
capital assistance grants under PRIIA.

PRIIA also sought to rationalize the funding responsibilities between the federal government and its
state partners. Although Amtrak traditionally covered many of the costs associated with short-distance
corridors, ranging from rolling stock to track maintenance, 15 states have paid at feast a portion of the
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operating expenses for 21 different routes in order to augment the rail service they would otherwise
receive® From 2007 to 20T, these state contributions totaled nearly $850 million (Table 1.

Some states devised their own agreements to share support for certain routes, such as Hilinois and
Wisconsin's 25/75 percent split for the Hiawatha service, and Oklahoma and Texas' 50/50 percent split
for the Heartland Fiyer. Other routes, despite crossing state borders, are only supported by one state.
For example, while the Downeaster traverses three separate states in New England, Maine has served
as the only sponsering state beyond Amtrak. North Carolina, likewise, has served as the only sponsor-
ing state for the Carofinian, despite the fact that this route extends from Charlotte fo New York City.
(See Box 1)

A 2010 report found that few states have any dedicated funding for Amirak operations. Support
fargely comes from annual appropriations from the generat fund or from other transportation
accounts. Exceptions include Pennsyivania, which dedicates a portion of the Public Transportation
Trust Fund to intermetropolitan rail operations. Qregon uses a dedicated portion of revenue gener-
ated from personal license plate fees. Washington state taps motor vehicles sales taxes and car rental
fees” In contrast, other states restrict the use of other transportation funding, such as state gas tax
proceeds, for anything but highways.

it is important to note that state support for intermetropolitan rail goes well beyond their opera-
tional support for certain Amtrak routes. Often states provide capital assistance for shared services
fike commuter rail, emerging high-speed rail, or other services fike marketing and advertising.® Some
states, such as California, also subsidize feeder bus services from rail stations to access rural areas”™
in addition, metropolitan areas and focalities can provide direct support, mostly through capitaf grants
and contributions, for station rehabllitation.

With such variety in state operating and capital support, PRUA attempted to bring more consis-
tency to this federal-state partnership. it required Amtrak and the states to develop a uniform cost
structure for intermetropolitan routes, taking into account the level of service provided, among other
factors. The states reached agreement in March 2012 on a common funding formula for all parties, of
which the operational funding potion will take effect in October 2013.2° importantly, this provision only
applies to high-speed rail corridors and the short-distance rail corridors that stretch 750 mites or less
from end to end and are located outside the Northeast Corridor (NEC), Long-distance routes, as such,
are not Included.
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While PRUA significantly altered the federal-state partnership on passenger rail, the program
remains dependent on the federal general fund. Amitrak is still without a dedicated funding source
for its operations and capital investments. in this way, PRIA did not change the political dynamics in
Washington.

Unexpectedly, it was the American Recovery and Reinvestment Act in 2009~-and the $8 bilfion it
provided to jumpstart the federal High Speed Rail program~that altered the political landscape. The
program was hugely over-subscribed by state applicants seeking funding via the competitive grants;
the federal government received $102 billion in pre-applications and $55 billion in final applications.
In the end, federal authorities funded 38 projects in 31 states, with most funds flowing to 13 specific
corridors.® By making major capital funding available, the federal government unleashed a wave of
interest across the country.
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Many of the winners from that process included members of muitistate compacts. For example,
the eight-state Midwest Regional Rail Initiative, who adopted a common raif plan in 2004 and jointly
applied for ARRA funding, received nearly as much funding ($2.2 billion) as did California ($2.3 billion),
Virginia and North Carolina also adopted a compact in 2004, and received a total of $620 miilion. Each
of these states will partner with Amtrak for the high speed service. Most of the projects are directed
to upgrading and modernizing the existing passenger rail network, such as improving signals and sur-
faces in Vermont, siding extensions in Washington state, and testing 110 mph service between Chicago
and St. Louis. For its part, Amtrak implemented required reforms, issuing performance reports on
long-distance corridors and formally mapping a future for the Northeast Corridor,

Despite these successes, 2013 has the potential to be a pivotal year for American passenger rail.
PRIIA expires in September and while Congress has pledged to make reauthorization of the law a
priority, certain thorny issues like the future of long-distance corridors stili remain. Meanwhile, the
new requirement for states to financially support their short-distance corridors is less than a year
away from implementation, meaning annual costs wilf go up in some places. Related, the potentially
profitable routes on the coasts continue to be frequent targets in calls for privatization. Finally, even
with PRUA’s significant federal-state partnership reforms, the program still remains dependent on the
federal general fund and operates without a dedicated funding source.

in light of the divergent attitudes towards passenger rail in America, this research aims to inform
that debate through the use of localized ridership and financial data. The data tracks the modern his-
tory of Amtrak starting in 1997, the same year as the signing of the Amirak Reform and Accountability
Act, and concludes in 2012, four years into PREA implementation. This is the first analysis to focus
on metropolitan area statistics for passenger rail rather than individual stations or cities. its findings
will help policymakers and state leaders better understand the location dynamics of Amtrak: where it
works well, and the areas poised to benefit from new and expanded services,

Findings

A. Amtrak ridership grew by 55 percent since 1997, faster than other major travel
modes, and now carries over 31 mifiion riders annualiy, an all-time high.

Amtrak experienced a significant increase in national ridership after 1997. Using Amtrak’s fiscal period
of October to September, Amtrak's total boardings and alightings jumped 55.1 percent from 1997 to
2012.% To put this increase in perspective, it outstrips population growth (171 percent) more than
threefold over the same period and exceeds the growth in real gross domestic product (37.2 percent).*
With Amtrak setting ridership records for nine of the past ten years, including the new all-time high in
2012, there is a great chance Amtrak's passenger growth will continue to far outpace growth in popula-
tion and GDP.

In addition, Amtrak's passenger growth also exceeds all other domestic transportation modes
(Figure 1. The most appropriate modal comparison is domestic aviation, since Amtrak and major
airiines compete along certain corridors. In this case, Amtrak more than doubled the growth in domes-
tic aviation passengers (20.0 percent) over the same sixteen-year period. Similarly, Amirak aiso far
exceeded the growth in driving (measured by vehicle miles traveled per year; 16.5 percent) and transit
trips (26.4 percent). All three modes do carry larger aggregate quantities of people, but these growth
trends serve as evidence of changing attitudes toward train travel,

The ridership increase over the period was mostly one of continuous growth. As Figure 1 shows, in
only three of the sixteen years was there an annual ridership drop in rail passengers, with the larg-
ast drop experienced between 2008 and 2009. The Great Recession affected passenger rail like most
other industries, leading to a 5 percent drop in passenger levels between the two years. But since
then Amtrak staged a major rebound-recapturing all of its passenger losses and setting record highs
through the end of 2012, In contrast, the number of domestic airline passengers remains af late 2004
levels, still having not recaptured the record passenger levels pre-recession.
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Figure 1. Growth Since 1997: Reai GDP, Population, Amtrak Ridership, and Domestic Aviation
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Saurce: Brookings analysis of BEA (Real GDP), Census (Population), Amtrak (Ridership), DOT (Aviation) data

B. The 100 lfargest metropolitan areas generate nearly 90 percent of Amirak’s rider-
ship, especially those in the Northeast and West.

The country’s 100 largest metropolitan areas are responsible for 87.8 percent of Amtrak’s ridership.
This was a slight increase from the same metropolitan areas’ ridership share in 1997, proving there is a
consistent ridership concentration in these large population centers.

While the fargest metropolitan areas dominate Amtrak ridership, the story is even more telling when
combined with national population shares. The 100 largest metropolitan areas generated 87.8 percent
of all boardings and alightings in 2012, but they did so with only 65.0 percent of the country’s popu-
{ation. Comparatively, the remaining metropolitan areas’ ridership share was less than half of their
national population share. Trailing even further, the micropolitan areas’ ridership was only slightly over
a quarter of their national population share, Last were the non-metropolitan/micropolitan areas, where
ridership was merely an eighth of their national population share®

TOLBrgest Metiopoian Areas
& Largest Merropolitan Areas

Note: Ridership messured as total bodrdings and alightings
Sotrcer Brookings analysis of Amtrak snd Census data.
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Map 1. 100 Largest Metropolitan Areas’ Amtirak Traln Service

100 Largest Metropolitan Arsas
®  Serviced

& Discontinued Service
& Noservice

Note: The Desert Wind route served metrapolitan Las Vegas through part of 1997, but there is no metropolitan ridership data for that yesr
Seurce: Brookings analysis of Amtrak and Census data (Regions Determined by Census}

It is important to note that while this analysis focuses on the 100 largest metropolitan areas,
! only 77 of them actually maintain passenger rail service {See Map t and Appendix A.) The only two
Northeastern metropolitan areas in the top 100 without service-Allentown and Scranton—are relatively
i close to metropolitan Philadelphia and New York. In addition, none of the Northeastern metropotitan
areas saw thelr service discontinued during the sixteenryear period. Only four of the West's 23 large
metros (not inctuding Henolulu) were without Amtrak service during 2012, and two of those metros~
Coloradoe Springs and Ogden—are adjacent to metros with service. The two remaining metros, Boise
and Las Vegas, both lost Amtrak service In 1997
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Of the 38 large metropolitan areas in the South, 10 never enjoyed Amirak service and Louisville only
maintained service during a short period in the 2000s. The missing service is especially pronounced
in Tennessee, where only Memphis carries Amtrak service to the North and South. Five of the 19 large
metros in the Midwest are without service including Columbus, the largest in the country without
Amtrak. interestingly, Columbus and Dayton expected to receive service via ARRA'S high-speed rail
grants, but the state returned the funding prior fo any capital investments.

C. Onfy ten metropofitan areas are responsible for aimost two-thirds of Amtrak
ridership.

Passenger rail in the United States is dominated by just a handful of major metros concentrated on the
coastswith the exception of Chicago. These ten places also were the only metros to generate over a
mittion boardings plus afightings, whether in 2012 or in any of the other sixteen years. Table 4 shows
that all 10 metros’ ridership growth exceeded their poputation growth over the same period. As dis-
cussed in the next finding, all 10 metros maintain at least one Amtrak short-distance service.

Irrespective of national ridership shares, the vast majority of the 100 largest metro areas with
Amtrak service experienced ridership growth during the sixteen-year period. Across the country, 69 of
the 75 metros that had service in 1997 increased their total ridership by 2012, with an average increase
of 89.3 percent. The two metros that added service during the period, Oklahoma City and Phoenlx, also
generated dramatically more ridership from their initial service year to 2012

Leading this growth was a group of twenty metro areas that at feast doubled their passenger levels
during the period. In general, these metro areas tended to either enjoy short-distance connections with
regional peers, receive capital upgrades either within their metro area or along one of their connected
corridors, or both. Eight of those metros more than tripled their ridership: Phoenix, Dallas, Austin,
Tampa, Lancaster, Harrisburg, Okiahoma City, and Bosten. Another group of twelve metro areas saw
ridership double: Sacramento, indianapolis, New Haven, Little Rock, Provo, Greensboro, San Jose,
Providence, Milwaukee, San Francisco, St. Louis, and Bridgeport.

Amazingly, only six metro areas experienced ridership declines between 1997 and 2012, Worcester
and Denver were the only metro areas to lose more than 20 percent of its ridership, though three
other metro areas lost at least 10 percent: Cincinnati, Jacksonville, and Greenville, SC.% As discussed
below, none of these six metro areas maintains short-distance corridor service.

Appendix A includes ridership statistics, measured by both boardings and alightings, for the 100 larg-
est metropolitan areas.

BROOKINGS | March 2013 u




128

D. The short-dist: routes fy dominate Amtrak ridership share and.cap~
tured nearly all of Amtrak’s recent growth

Simply put, short-distance routes are the engines of Amtrak ridership.® When only considering cor-
ridors of 400 miles or less—an accepted distance for optimal rail ridership—these short corridors are
responsible for over 80 percent of all Amtrak ridership.¥ This finding and Finding E subdivide routes
according to Amirak’s reporting divisions and base distance on the weighted distance method. For
more information, see Appendix C.

Ridership divides somewhat equally across the sub-400 mile category: twelve routes are less than
200 miles, six routes are between 200 and 300 miles, and eight routes are between 300 and 400
miles. Together, these routes produced 82.9 percent of national fixed ridership in 2012. Amtrak’s
departures tend to mirror this ridership share; about nine in ten daily departures occur on one of
these 26 routes.

These short-distance routes are also responsible for nearly all of Amtrak's ridership gains during the
sixteen-year period. They added over 10.3 million riders between 1997 and 2012; a 90.3 percent share
of national ridership gains. Table 5 segments these routes by length and includes categories for those
under 400 miles (the optimal length for competitive intermetropolitan rail), over 750 mites (those
routes not required to have state operating support), and those in between.®®

The under 40C~mile routes are anchored by the strongest metropolitan performers from Finding C.
The Northeast Corridor and Acela trains combined to move over one-third (36.5 percent) of all riders
in 2012. This has generally been the historical trend: in the late 1990s the Northeast Regional, Clocker,
and Metroliner routes (all of which operated along the Northeast Corridor) contributed over half of
the nation's ridership. A major reason for this outsized share is the metros served by the corridor-the
trains connecting Boston to Richmond through New York, Philadelphia, and Washington service # of
the nation's 100 fargest metropolitan areas.®® The routes also enjoy 47 typical daily departures, creat-
ing optimal schedufing flexibility for passengers.®®

The next two strongest performers are the intermetropolitan routes in Southern and Northern
California. The Pacific Surfliner primarily connects San Diego and Los Angeles, with a portion of
trains running north to Santa Barbara and San Luis Obispo via Oxnard. Traveling an average weighted
distance of 183 miles, these twelve daily departures generated 8.5 percent of national ridership in
2012, To the north, the Capitol Corridor between Sacramento and Oakland or San Jose carried another
5.6 percent of riders. The Capitol Corridor is even shorter (113 weighted miles) but relies on 15 typical
departures, creating less ridership per departure than its cousin to the south. All six of the remaining
top 10 routes also travel less than 400 miles, and they too involve the same core metropolitan areas
from the previous four routes.®

However, traveling a short distance is no guarantee of large ridership numbers. The routes produc-
ing three of the four smaflest ridership shares also travel less than 400 miles: the Hoosier State,
Ethan Allen Express, and Heartland Flyer. Yet, it is important to note that while these routes may
generate low ridership numbers, their limited distance and operational costs are a small financial
burden for Amtrak.
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More problematic are the far-traveling routes, such as the Sunset Limited and Cardinal, which gener-
ate low ridership levels, operate less than daily, and still require the capital and operational inputs
necessary for long-gistance train travel.”2 These routes also suffer from poor on-time performance-in
2012, Amtrak's long-distance routes averaged an on-time performance of only 70.7 percent, compared
0 82.0 percent for short-distance routes and over 85 percent on the Northeast Corridor, Poor perfor-
mance and delays further increase costs in terms of overtime payments to rail workers and increased
fuel costs. On a more fundamental level, poor on-time performance discourages ridership due to the
increased unreliability, which in turn feads to depressed revenues.

Appendix B includes ridership statistics for ail 44 routes.

E. Combined, Amirak's short-distance corridors generated a positive operating balance
in 2011-while corridors over 400 miles returned a negative operating balance,

Amtrak’s finances are a constant source of debate on Capitol Hill. However, catchall financial rhetoric
ignores the considerable differences within the company’s operating portfolio, especially when group-
ing corridors by travel distance. This Finding assesses Amtrak’s financial performance by comparing
corridor revenues and their operating costs, which exclude certain capital charges. These financial
measures do not include non-passenger related revenues or other Amtrak costs, such as depreciation;
they only reflect corridor-specific operations as far as Amtrak can appropriately assign them.*

Based on that metric, corridors of less than 400 miles delivered a positive operating balance to
Amtrak in 2011, while ali other corridors returned a negative operating balance (Table 6}. Driving the
financial disparity are the significantly higher ridership figures carried by the short-distance corridors
and the sizable funding support many of those corridors receive from their state pariners. in contrast,
corridors over 400 miles carry tess than 20 percent of system riders and none over 750 miles receive
any state financial operating support.

Yet even with a positive operating balance, the sub-400 mile grouping includes two distinct types of
corridor performances.

The first grouping includes the two most popular routes in the Northeast Corridor, the Acela and
Northeast Regional. Combined, those two routes generated a net operating balance of $205.4 million
in 201, with 3178.8 millien derived from Acela operations alone. This is not a new phencmenon as over
the five fiscal years ending in 201, these two Northeast Corridor routes delivered an average positive
batance of $135.9 miltion per year. They also generated this return via their own operations—the two
routes received essentially no state funding support for operations during those five years.** However,
since Amtrak owns most of the track in the Northeast Corridor and must maintain the tracks for its
own services plus regionat freight and commuter functions, it incurs higher long-term depreciation
costs not included in these operating statistics.

State support was a major factor in the other grouping of sub-400 mile corridors. In 201, these 24
corridors received & total of $185.1 million in direct funding, representing 31 percent of their routes’
"revenue.” By adding this support to their revenue-cost calculation, the 24 corridors improved their
financial performance from a $351.2 miilion negative operating balance in 201 to a $1661 million

Table 6: Financlal Performance by Route Lengt

- Finanglals (§ i

Corridor Length S SR Revenue G Casts
Under 400 Mies . T BNEeTT L giedia
TTA00 750 Mies. e Y 789
OVt 750 Miles Coo%stEA T gned
TFOTAL: o $2,168.7 = $2,736.0

Nte: Does not Include Special Traing and Thiuway bus sefvices
Source: Brookings ahalysis 6f Amtrak data
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negative balance, more than cutting the annual loss in haif. Critically, adding state financial support
helped make sure these 24 corridors did not offset the positive balance from Northeast Corridor
operations.

The story was considerably different for Amtrak's long-distance corridors. Every single one of
the eighteen corridors traveling lenger than 400 miles operated at a negative operating balance in
201, whether traveling just over 400 miles on the Pennsylvanian or clear across the country on the
California Zephyr. Moreover, the negative balances from these long-distance corridors were large
enough to more than offset the short-distance corridors’ positive balance. The long-distance corridors
also did not benefit from outside help; only two of the routes between 400 and 750 miles jong receive
state funding support, a major difference from the sub-400 mile corridors.

The negative operating balances ranged from refatively minor to extremely large. The three cor-
ridors between 400 and 750 miles~the Vermonter, Pennsylvanian, and Carolinian—combined to lose
only $10.4 million in 2011 These combined losses were less than half of the losses on some of the
highest ridership corridors like the Pacific Surfiiner and Empire Service. On the other end of the ladger,
the two longest corridors in the Amtrak network—the Southwest Chief and California Zephyr—-each lost
over $60 miiion in 2011 Other corridors far exceeding 1,000 miles, tike the Empire Builder and Silver
Star, also lost at least $50 million in 2011,

As discussed below, the financial performance is only one aspect of how well a certain route per-
farms. But it is an important consideration in the context of the upcoming reauthorization. in general,
Amtrak corridors' financial performance suggests there could be a correlation between distance and
Amtrak's definition of positive and negative operating balances.®®

IV. Implications

iven the size of the country as wefl as the political, regulatory, and institutional circum-

stances to date, the story of America's passenger rail network is a complex one. This analy-

sis is intentionally narrow in scope, focusing on critical trends intended to inform future

debates around Amtrak and the emerging state and federal partnerships that will carry the
railroad through difficult economic times.

Of course, scrutiny should be applied evenly to the entire American transportation network and not
just to Amtrak alone. Much attention is given to the fact that other non-private passenger transporta-
tion modes are not “profitable,” nor do they concern themselves with being so. Governments at all
levels invest much more heavily in the key elements of the transportation network, whether through
direct grants for highways, tax incentives for airfines, or appropriations for public transit and, overall,
Amtrak covers a relatively large share of its costs.*® As such, we agree that, fike other transportation
modes, “profitabitity” for Amtrak is not in and of itself the primary goal®

Yet neither should Amtrak be exempt from scrutiny. There are several key implications that arise
from this analysis that help us understand where it is efficient and effective, why it is successful or
not, and what states and the federal government should consider.

A tale of two systems: operational efficiency versus geographic equity
Although a national system, America's passenger rail network is made up of two distinct types of
routes: those less than 400 miles and those greater than 400 miles.®®

The 26 routes traveling less than 400 miles make up the operationally efficient portion of the net-
work. It includes the two most poputar Northeast Corridor routes, the Acela and Northeast Regional,
which operate between Boston and Washington D.C., including spurs into Virginia and western
Massachusetts.® The positive operating balance from these two routes~which currently do not receive
direct state operating subsidies—were enough to offset the net operating costs of the other 24 short-
distance routes. Those other sub-400 mile routes typically enjoy direct state support (even before
the federal PRUA legisiation} and always serve at feast one large metropolitan area. In total, these 26
corridors carried 83 percent of all system riders in 2012.

The other 18 corridors traveling over 400 miles represent the geographic equity portion of the
network. They include relatively short routes fike the Vermonter, as well as the longest current service,
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the California Zephyr between Chicago and San Francisco. They pass through nearly all 46 states that
Amtrak serves, far more than their short-distance peers do. These routes also travel for vast stretches
between major population cenfers and offer service to many smalier, relatively isolated communities
with limited intermetropofitan alternatives. However, this regional coverage comes at the expense of
low ridership figures: they carried only 17 percent of Amtrak's passengers in 2012 but, combined, con-
stitute 43 percent of Amtrak's route-associated operating costs.

These are not arbifrary delineations, As previously discussed, research and international experience
show that routes less than 400 miles are the most competitive, especially with air travel. In addi-
tion, current federal legisiation makes a clear distinction batween short- and long-distance routes by
requiring states to financially support the former, but explicitly not the latter. However, many analyses,
discussions, and testimony about Amtrak and its operations fail to recognize the sharp differences in
the network.

Making metro connections: frequent service between large, regional metropolitan pairs
In addition to route length, having a direct connection between major metropolitan areas is another
driver of higher Amtrak ridership. Across the past fifteen years, a consistent group of ten corridors, alf
less than 400 miles long, generate around 70 percent of total system ridership. Each of these routes
involves many of the country's 100 largest metropotitan areas and benefit from the higher job and
population densities present in those metropolitan cores.

The Northeast Corridor is particularly notable in this respect, connected by the metropolitan
anchors of Boston, New York, Philadelphia, and Washington. These four metropolitan areas house over
35 million people, generate $2.3 tritlion in annual output, and share historic and modern relationships.
Similarly, all four metro areas suffer from high traffic volumes between them as well as the country's
most congested airspace {(New York-Philadeiphia), making the rails an attractive alternative to some of
the country’s most delayed airports. Indeed, Amtrak boasts 75 percent of the share of the passenger
railfaviation market between New York and Washington.s®

Beyond the Northeast Corridor, other well-traveled corridors aiso link large metropolitan partners.
The Pacific Surfiiner connects Los Angeles and San Diego, the Capitol Corrider joins San francisco to
Sacramento, and the Hiawatha connects Chicago and Milwaukee. These metropolitan areas are not
only in close proximity to one another, but they are also economic engines of their respective regions,
with af least one member of each pair experiencing above-average airport congestion and adding to
intermetropolitan roadway traffic.

However, not every short-distance corridor benefits from such large metropofitan anchors. The
Hoosier State runs between Chicago and Indianapolis, a similarly-sized anchor to Milwaukee on the
Hiawatha. At double the distance and only one daily departure the Hoosler State’s 2012 ridership
{37.249) was just four percent of the Hiawatha's (819.493). Partly as a result, the Hoosier State lost
over $100 per rider in 2012, Similarly, the Hearfland Flyer connects Okiahoma City and Fort Worth,

TX over a 206-mile, limited-stop alignment. Despite its connection to metropotitan Dallas, the fourth-
fargest metro area by population, the route carriad fewer than 90,000 riders in 2012, and lost over
$43 per rider that year®

Several long-distance corridors also benefit from shorter segments connecting major metropolitan
centers. The Empire Builder runs from Chicago to Seattle, but passes through metropolitan Milwaukee,
Madison, and Minneapolis along the way. Over 120,000 passengers per year only travel this short-
distance segment between Chicago and Minneapolis, and do so without the muitiple daily departures
typical of most short-distance corridors.® Similarly, the City of New Orleans runs between New Orleans
and Chicago, but recent years show over 75,000 passengers oniy travel along the roughly 400 miles
between New Orleans and Memphis.®

Policy and partnerships: the state commitment fo intermetropolitan rail
Overall, the ridership and financial success of Amtrak’'s corridors are critically dependent on the com-
pany's operational and investment decisions. We found that state support for Amirak operations and
the policy environment under which the routes function are also important.

Prior to the federal PRIA legislation in 2008, 15 states already recognized the importance of
intermetropolitan rail and voluntarily subsidized operations for augmented service on 21 routes. Other

BROOKINGS | March 2013




132

states—primarily those along the Northeast Corridor~contributed capital investments in stations and
other improvernents, In many cases, these contributions allow for additional rail service over and
above Amtrak’s base route system and for more frequent and efficient trains, which make the service
more attractive and drive up ridership and ticket revenue.

PRIIA expands this refationship with its new formuia for state support of short-distance routes,
requiring states to contribute enough annual formufa funds that each route is operationally break-
even, By providing broader financial support, stales have more "skin in the game” and are inclined to
ensure their contributions receive prudent investment. Washington state and Oregon's commitment
to the Cascades route demonstrates how this new financial dynamic reorients and strengthens the
partnership between those states, freight rail companies, and Amtrak.® Passenger rail, in turn, adds
a new dimension to statewide transportation plans and programs, provides more opportunities for
intermodal approaches, and allows for bottom-up economic development strategies. In the past, states
established a dedicated entity with planning and oversight authority or, in the case of Maine, estab-
lished a new entity to develop and manage the system and serve as a direct conduit between policy-
makers and the traveling public.

States are also cooperating and collaborating with each other on multi-state compacts, as men-
tioned eartier with regard to the federal High Speed Rail program. Several of those that missed
out on awards did not have their multistate houses in order, For example, the corridor connecting
Southern California with metropolitan Las Vegas suffered from having no dedicated funding and two
competing alternatives. A southeastern agreement for a plan to connect Georgia, Tennessee, South
Carolina, and North Carolina was formed only weeks before the announcement.

Successful operations also require cooperation between states, Amtrak, freight railroads, and com-
muter rail agencies.®® This is not easy to do given the sometimes competing-though equally impor-
tant-motivations and considerations for each party.¥ However, it is essential to ensure rail projects
and plans do not stall.

But successful passenger rall service is also the by-product of prior reforms, For example, the fre-
quency of trains and passengers in the Northeast Corridor largely resulted from Amtrak’s ewnership
of most of the line between Washington, New York and Boston. Amtrak Js aiso able to experiment with
new fechnologies and faster speeds on other routes where it owns the tracks, such as the 62-mile seg-
ment between New Haven, Connecticut and Springfield, Massachusetts, 104 miles of the line between
Harrisburg and Philadelphia, and a 97-mile segment of tine in Michigan.

V. Recommendations

he remarkable shift toward federal-state collaboration on Amtrak should not be underesti-
mated. While still a national program, the reformed roles for Amtrak and states are not rep-
resentative of transportation’s late 20th century federalism model where the federal govern-
ment provides resources that rain down unencumbered to the state and metropolitan level.
Rather, PRIIA encapsulates a new 21st century model that challenges our state and metropolitan lead-
ers to develop deep and innovative approaches to solve the mast pressing transportation problems.

However, more needs to be done,

With the economy in the midst of a slow recovery and state budgets adjusting to tighter times,
every public investment should come under careful analysis and inspection. Yet, an emphasis on fiscat
responsibility should not automatically mean scaling back of intermetropolitan rail investments or
operations. In fact, these investments are as important as ever, Rather, states and the federal govern-
ment should consider a range of recommendations to enable them to marshal the resources they
already have and ensure that state efforts are more coordinated and efficient in the future,

As with other areas of infrastructure, recommendations for passenger rail tend to devoive info
calls for increased federal spending. Such a call is probably justified especially over the long term for
myriad reasons, including Washington’s historically outsized support of other transportation modes.
However, the recommendations below focus on how Washington and the states can operate better
during this remarkably challenging time of fiscal constraint and overall aversion to increased funding.

In this way, we focus on a series of discrete reforms intended to inform the reauthorization of PRHA,
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the federal-state partnership it established, and the newly strengthened state role In rail. These rec-
ommendations are intended to be considered holistically. For example, an increased state role must be
coupled with greater flexibility from the federal government.

Continue the evolution of fong-distance intermetropolitan raif service

Ensuring an efficient and effective intermetropotitan raif network in a constrained fiscal environment
will require building upon the federal-state partnership initiated in PRUA and applying it broadiy across
the network.

in the reauthorization of PRHUA, it should be a top priority to expand the requirement for state
operating support to include the fong-distance routes. It is rational and appropriate to expect states to
partner with the federal government on the operation of routes within their borders, as the legisiation
stipulates for routes under 750 miles. What is less understandable and defensible is why routes longer
than 750 are exemnpt from this requirement on the grounds that, as many maintain, the routes are all
designed to work together as an integrated network.

State and federal stakeholders have undertaken a rigorous and complicated exercise o establish
standard pricing policies and cost methodology for short-distance routes in accordance with the fed-
eral law.3® it is reasonable to apply a similar approach to long-distance routes, as well, through careful
and collaborative work with state teaders and freight rail companies. This should be informed by the
evaluative criteria Amtrak is required to establish for the fong-distance routes and should recognize
the symbiotic relationship and traffic that the short- and long-distance routes add to each other. it
should also recognize that long-distance routes do not provide the same service to all states along
its route, nor do they serve the same function as shori-distance routes. For example, the Lake Shore
Limited between Boston and Chicago only travels through Ohio during low-ridership overnight hours,
but it serves other states during typical travel hours. A refined approach must also recognize the
unigue national connectivity these routes provide, especially to certain isolated rural communities.

Howaever, this is not just a matter of offioading responsibility from the federal government to states.
As seen in the short-distance routes that already enjoy state support, such a partnership resultsin a
betier sharing of risks and rewards. When states contribute to Amtrak operations, they have a vested
interest in service quality, as discussed earlier. These benefits are increasingly framed as direct state
economic benefits as is the case with the Downeaster™ When done right, intermetropolitan service
could have a positive return on investment for states when examined broadly. Officials in North Dakota
are considering supporting additional service on the long-distance Empire Builder to accommodate
increased demand due to the oif and shale gas boom there. New York State recently assigned 544
million in its current budget to support its obligation for the Empire Corridor.® Virginia supports
expanded service to unserved areas in the southwest and southeast portions of the state.

The goat of such a poticy reform is not to eliminate routes but to strengthen the federai-state
partnership and reaffirm the commitment of states to long-distance routes over time. If states cannot
agree that certain routes are worth supporting, then they should be scaled back in much the same
way as short-distance routes. Indeed, some states are already struggling to support existing services
such as the Pennsylvanian in the western part of the state.®? Similarly, PRIIA reguired the development
of a plan for restoring service to the Sunset Limited east of New Orteans that was suspended after
Hurricane Katrina. The 2009 plan lays out several options but fails to identify sources for the operat-
ing subsidies, estimated to be between $4.8 and $18.4 million annually, depending on the service.®® To
date, officials at the federal and state levels have not agreed to a new service arrangement.

Another option would be to replace long-distance continental routes from coast-to-coast with
shorter corridor-type service emanating out of major metros.® Concentrating long-distance resources
in the most-trafficked shorter segments, like Memphis-New Qrleans, could drive even higher demand
for these intermetropolitan connections. States could also pursue other options, such as substituting
intermetropolitan busses in certain corridors.ss

Frrmed i

Provide greater flexibility from Washing and g
in exchange for greater responsibility from Washington, states should have added flexibility in how
they allocate existing funds. For example, current federal law allows states and metropolitan plan-

ning organizations (MPOs) to transfer funds between highway and transit programs.® Among other
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benefits, this freedom of financing greatly assists in botiom-up problem solving and gives additional
consideration to alternative solutions that achieve a more balanced transportation network. States
and MPOs should gain the same flexibility when they support operating or capital investments for
intermetropolitan passenger rail® Current federal faw allows states to use Congestion Mitigation and
Alr Quality (CMAQ) program doflars for rail operations, but the U.S. Department of Transportation lim-
its this use to only three years. That cap should be removed. Federal policy should also expand CMAQ's
passenger rail flexibility to MPOs that receive subaliocated funds from their states.

Idealty, Washington should consider the statutes governing highways, transit, and intermetro rail
concurrently. In 2003, when the major authorizing legislations were up for debate, Congress missed a
prime opportunity to consider the statutes governing these areas of transportation poticy during the
same session. Today, the United States is still one of the only industriafized countries in the world that
has not pursued an integrated approach to transportation policy, Nevertheless, the federal highway,
fransit, and railroad administrations should explore areas of cooperation in advance of the reauthori-
zation of the highway and transit law in 2014.%¢ This should build on current provisions that altow for
limited support for commuter rail operations and certain intermodat connections.

Uitimately, Washington should create a dedicated and sustainable source of funding for intermet-
ropolitan passenger rail. A recent report from the Eno Center for Transportation found that although
85 percent of Amtrak's operating budget is derived from non-federal sources fike ticket sales, the
remaining contributions are annual, highly politicized batties.® A dedicated source of funding, such
as a ticket fax, would provide at least a small share of the annual stability that Amtrak's supporters
demand. For their part, states support passenger rail through a variety of sources, including annual
appropriations. A better approach would be a dedicated state trust fund-style source fed by a direct
source, such as a portion of vehicle sales tax, ticket tax, or car rental fees.

Finally, Washington should continue to press Amtrak on its route-assigned financial reporting. This
research shows that ridership, revenue, and cost performance vary by route-~making routes a sound
indicator of what does and does not work under the company’s portfolio. However, precise analysis of
performance is an exiraordinarily complex exercise due to Amtrak’s highly idiosyncratic nature and
vagaries about how to assign costs such as annual depreciated capital, sale-and-leaseback deals, and
{oans on major assets like Penn Station in New York™ Amtrak has done much to improve its financial
reporting over the years, and continuing that process will help answer more route specific questions.

Empower state rall plans and private sector partnerships

One of PRIA's most important elements requires states to develop passenger rail plans as a condition
to receive funding for capital projects. For the most part, these plans are integral to the development
of a muitimodal passenger and freight rail network. The federal government recently released draft
quidance and comments from stakeholders are currently under consideration.

Just as critical is the development of & national rait plan, as called for by PRUA. In a series of
reports, the U.S. Government Accountability Office consistently found that the country would find
it difficult to reform jts passenger rail network, primarily due to the lack of expected outcomes,
ambiguous goals, and unciear stakeholder roles™ In comparison, peer nations like France, Japan, and
Germany all have explicitly adopted national rall pians to prioritize investments, establish funding
streams and financial responsibilities, and evaluate progress towards goals. Such a plan is not only
important to develop objective methodologies that guide federal investments, but it also has impor-
tant implications for individual states whose plans must be consistent with the national one.

While a draft national rail plan was released in October 2009, the lack of a finalized plan continues
to present uncertainties to stakeholders. The federal government should acceferate the completion of
this plan to inform and assist efforts already undertaken by states. it should also require clear national
goals, unlike the ambiguous requirements under PRIIA's Section 307 or the single passenger goal in
the current draft National Rail Plan.

Separately, or as part of the development of their rail pians, states should continue to pursue close
coordination~formally or informally-with one another. More than just backroom deals, states can
foster long-standing relationships that bear reat fruit in the form of finalized plans, environmental
reviews, and dedicated shared funding agreements. States that pursued these strategies, after ali,
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appeared to have a significant advantage in securing ARRA funding compared to those that did not;
by design, several of the award-winning corridors involved muiti-state compacts.

Working with federai officials, states should also coltaborate on joint procurement for new rail-
cars and other capital procurements to spur investment in American manufacturing. The Hlinais
and California transportation departments recently collaborated on the $352 million purchase of
130 railcars that will be buiit with American workers and materials™ The next federal law could also
build on PRIIA's establishment of the Next Generation Corridor Equipment Pool Committee formed to
develop technical standards for new passenger rail equipment used in state-supported services. The
Committee consists of representatives from Amtrak, the FRA, freight rail firms, equipment manu-
facturers, and relevant states.”™ The Committee could also elevate its statutorily-defined function to
encourage cooperative agreements and a streamiined procurement process.

A more challenging and politically charged element to the future of Amtrak is the specter of
privatization® Yet the heretofore-limited focus on selling off the Northeast Corridor misses a crit-
cal opportunity to engage In meaningful public-private partnerships that tap into interested private
capital markets and private firms’ management expertise, Indeed, the very operation of Amtrak on
privately-owned freight rail tracks represents a clear model for such a partnership. The reauthoriza-
tion should strengthen the provisions in PRIIA for states to consider a competitive bidding process
for the operation of passenger rail service beyond Amtrak. For example, in 2012 Florida East Coast
Industries proposed a new privately-financed route connecting Miami and Orlando via the company’s
coastal right-of-way and new tracks into Orlando. Authorizing legisiation should make it easier to
develop simitar privately-ted projects, such as facilitated public bid solicitations and easier access {o
public financing vehicles.

Policymakers should also take a page from the international transit playbook and determine meth-
ods to use land-value capture around station investments’® Land-value capture techniques ensure
public entities receive a share of land value increases caused by their capital investments. High-speed
rail stations are ripe for this kind of {and vailue increase, and are a common occurrence in international
projects.” Such partnerships should also be an option for states as they consider their own options for
supporting certain corridors.

V1. Conclusion

ntermetropolitan passenger rail is a vital component of the country's national transportation
network. Amtrak carried over 31.2 million passengers in 2012, making it the fastest-growing do-
mestic transportation mode over the last fifteen years. it also outpaced the growth in population
and economic output, further fllustrating its role in the broader American economy.

But to continue rail's ridership gains into the future, will reguire more purposeful action. Amirak
relies on a complex web of formal relationships with its state partners and the freight rail firms that
own most track mileage, each of which has somewhat different goals for the national rail system. At
the same time, the financial challenges of maintaining a national network that spans the continent
means Amtrak’s supporters continuously negotiate with Capitol Hill legisiators over annual funding
infusions. Sustaining and bullding Amtrak will require a better understanding of how to satisfy each of
these parties’ interests alongside Amtrak's own, as well as the overall goals for an efficient, effective,
integrated transportation network.

The upcoming reauthorization and finalization of a national rail plan on the federal level, coupled
with increased attention on the role of passenger raif in states, make this the right time to focus on
the future of Amirak, despite the fiscally constrained times.
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Appendix A. Amtrak Station and Ridership Statistics by Metropolitan Area

§ . Active Ridership Totals* 2012 System
Metropotitan Area Region N Ridership
Stations 1997 2012 Change Share
AKron, OH  Midwest o . wE
Arbany-Schenectady Troy, NY Northeast 3 620,353 862,737 38.1%
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e 178500 48ab 2B
0 o o o
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2 478,149 105.7% 0.8%
gara Falls, NY. A Bl e L 8%
Cape Coral-Fort Myers, FL, 0 - - - —
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Charlotte~6astcm Co’\cord,NC-SC 3 213,457 9B8.1%
: South b0 e g -
Ch«caQO‘NaQerwi e-Joliet, fL-IN- WI Midwest 1 3,757,555 84.1%
- Gincianati-Middletown, OH-KY-IN Midwest Lo AB208 e
__Cleveland-Elyria-Mentor, OH Midwest 2 49,289 57,233 18.2%
Colorade Springs. €0 - West o R
Columbia, SC South 2 26,967 41276 83.1%
Columbs, 04 Midwest Lo S :
_batlas-Fort Worth- Ar!ington, IX Scuth 3 34,881 201,996 482.9%
R AN SR ooy
1 113,393 -20.8%
b Sl 5 ey e
Midwest 7 | 253457 10.6%
L EiPase, TX South- 1 s L
Fresno, CA West 1 394,074
Grand Rapids-Wyoming, MI Midwest . & ssE
__Greensboro-High Point, NC South 2 68,557 173,246
B South Shph 2184 18879
Harrssburg Carlisle, PA Northeast 2 186,938 844,755
* Hartiord West Harbord-East Hartiord, €T Northeast B 236,047 208,183
Honotu‘u Hl West 0 ho o
Soiith i 18,380 20,8270 243%
_Ind nagol;s Carmel, !N Midwest 1 11,811 34,863 195.2%
L ; : JSauth 2 35,006 51,764 A1.9% e
Jacksc»nvme. Fi South 1 91,599 77,512 ~15.4%
[Kansas Gity, MOKS - Midwast” 5 198,500 201058 565%
_Knoxville, TN South 1] e — o
Lakeland-Winter Haven, FL South 2 285417 50195 289% o
|_Lancaster, PA Northeast 3 207,073 740,587 257.6% 1.2%
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BROOKINGS | March 2013



137

B

Appendix A. Amtrak Station and Ridership Statistics by Metropolitan Area (continued)

Metropolitan Area

Region

Active
Stations

Ridership Totals*®

2012

Change

2012 System
Ridership
Share

Oklahoma

Cit OK ¥

Little Rock-North Little Rock-Conway, AR

24,036

188.6% |

0.0%

4
el .
3 148,871
I . Northeast 0. i
Seattle Tacoma! Se!levue, WA West 6 667,380
- Springfield, MA ; Nottheast: 1} 2 154,706
Stockton, CA West 3
SSymane sy S Northeast Lo
Tampa-St ?ete(sburg{iearwatﬁ FL South 1
! ) Migwest i . 5%

Tucson, AZ West 1 23524 | 23,896 18% 0.0%
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Appendix A. Amtrak Station and Ridership Statistics by Metropolitan Area {continued)

Metropolitan Area

Region

e ok G

Virginia Beach-Norfolk-Newport News, VA-NC

Washington-AtfingtonsAlexandria, DCVAMD-WY. (11

Midwest

| Active
| Stations

Ridership Totals*

2012 System

1997

147,949

2012

¥
{
i
i

195,263

Ridership

Change Share

32.0%

* Some discontinued metro areas do not inciude reported ridership from 1997

** These metros did not start service until after 1397, mesning change is based on their initial service years

Source Seurce: Brookings analysis of Amtrak and Census data
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Weighted Average Ridership 2011 Operating Finances ($miltion}
Route D('::f:)e o?::::;‘;s 1997 2012 Change* State Ottrer Costs™ | Balance™
Support Revenue
New e p S Y Iy S vaEe
| Springfield. : : R : R o S
Hiawathe 86 7 361,000 838,355 132.2% $7.7
| DR i 6 .0 a7
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Washington- 173 1 0
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Keystone 02 195 13 442,000 1,480,302 ngeg
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Heartlang Elyer 206 A e LBUET $58
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330 22 7,041,000
T i e
Adirondack 381 1 99,000 131,869
| Pennsytvanian; Al A 180,000, 212,006
Vermonter 611 1 85,000 82,086
Carofinjan 704 1 231,000 806,419
Capitoi Ltd. 780 1 179,000 226,804 20.8% 2, 17 g
Palmefto 899 e 488,000 168,260 BEY: RYA $i74 B340 B
Auto Train 855 1 241,000 264,095 9.6% NA $69.9 $101.5 &
City:of New Orfeans | 954 1 174,000 253,110 45.5% N e 8228
Lake Shore Ltd, 988 s 355,000 403,700 13.7% N/A $32.9
Cardinal - ERCEN il 80,000 116373 455% (Y 88
Texas Eagle 1305 1 95,000 337.973 255.8% A $266 $56.7 530.1)
CoastStarlight 1377 1 497,000 . 454,443 86%. WA e
Crescent 1,377 1 247,000 304,266 23.2% N/A $32.3 ST7.4 . 154es
Silver Meteor, 4,389 1 956000 375,164 4% CONA $4i6 | sase |l @woy
Silver Star 1,521 1 270,000 428,794 57.7% NiA $36.3 $869 | (850.73
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Appendix B. Amtrak Route Performance (continued)

Weighted Average | Ridership 2011 Operating Finances {$million) {
Route Distance Weekday 1997 2012 Change* State | Other Costs** | Balance™® ‘
{miles)y Departures |
H Support Revenue
05 i 124,000 Cses e
2.230 1 347,000 $67.7 $112.3
out 3 2,985, 1 257,000 B80St
{ Cafifornia Zephyr 2,438 1 292,000 $49.8 $112.8

*Change unavailble for some routes due to missing or nonexistent £Y 1997 data

**Does not include capital charges (such as depreciation), interest, and other costs

Source: Brookings anafysis of Amtrak data
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APPENDIX C

For this analysis, we examined only intermetropolitan passenger rait services in the United States, all
of which are provided by Amtrak. We do not inciude purely tourist services, such as excursion or heri-
tage railroads or scenic train rides. Nor do we include commuter rail services such as the Long Island
Rail Road in New York, Metrofink in Southern California, ot the Virginia Railway Express in Washington,
DC, even though some of these services are often comingled with Amtrak and share rights-of-way,
ticketing services, and stations. Other states contract directly with Amtrak to provide commuter set-
vicas, such as Amtrak's agreement with Connecticut to run its Shore Line East operations.

Utilizing data provided by Amtrak and other federal government sources, we analyzed the rider-
ship and finances of passenger rail across the United States and its metropolitan areas. The report
uses data from 1997 through 2012, based on the Amtrak fiscal year calendar that runs from October
through September. (Uniess otherwise noted, the years in the paper refer to Amtrak’s fiscal years)

Databases

To create the metrics found in this report, we created a series of databases based on information
supplied by Amtrak, In certain instances, we added other economic indicators via other public data
sources.

A national statistical database relies on Amtrak's monthly and annual reports, plus station-specific
statistics, via the Amirak Public Affairs Office. The comparison to other passenger transportation
maodes, population levels, and economic output utilized public statistics provided by the Federal
Highway Administration (for driving levels), the Federa! Aviation Administration (for passenger avia-
tion levels), the American Public Transportation Association (for transit trips), U.S. Census (for popula-
tion), and the Bureau of Economic Analysis (for national output). Ali data sources were amended to
match Amtrak's fiscal year calendar.

A corridor-specific database relies on the same monthly and annual reports to construct rider-
ship statistics for Amtrak's routes. This report divides routes based on Amtrak's reporting within the
September Route Performance Report. For example, white published schedules reference extensions
into Virginia's Newport News and Lynchburg as part of the Northeast Regional, the ridership reports
separate those two extensions from overall Northeast Regional statistics. All ridership data through
Amtrak Fiscal Year 2012 relies on these published annual reports, which include route ridership data
alongside other financial metrics.

This analysis subdivides routes via their distance. However, since routes’ distances vary based on
pach departure’s origin and destination stations, the database inciudes a weighted distance for each,
We created this weighted distance by manually coding the typical number of weekday departures for
each route, subdivided by the particular departure’s distance. We then combined these departures by
count and distance, using a basic weighting function. This schedule data retied entirely on Amtrak’'s
published train schedules, all of which were current as of November 14, 2012. The report does not
analyze each year's “special frains” or bus service ridership.

The final database uses station-specific ridership to construct metropolitan- and micropolitan-fevel
ridership. Since Individual stations include boardings and alightings, or riders who get off and on, this
geographic analysis includes both under total area ridership. By counting both riders who get off and
on in a particular place, the boardings and alightings statistics will appear inflated in comparison to
published passenger ridership statistics, which tend fo rely on passenger tickets. As such, this paper
does not compare overall system or route-specific passenger counts to place-specific boarding and
alighting counts.

Spatial Data and Geographic Scope
Generating metropolitan passenger levels required an aggregation of every Amtrak station's passen-
ger levels up to its particular metropolitan or micropelitan location. The analysis does not exclude any
stations, irrespective of service regularity or annual passenger joads.

Creating those aggregations required use of core based statistical area (CBSA) geography and
geographic analytical software. The U.S. Office of Management and Budget creates CBSA definitions.
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A micropolitan area requires an urban cluster of at least 10,000 people, and then includes any adja-
cent counties that are tied to the urban center via commuting levels. A metropolitan area requires an
rbanized area of at least 50,000 people and also includes surrounding counties connected via.com-
muting. This report afso subdivides metropolitan areas based on population rankings according to the
2010 decennial U.S. Census.
Passengers from stations not located in any CBSA locations are counted as non-CBSA travelers, In
particular, this includes Amtrak passengers using the major stations in Canada.

Financial Analysis
Portions of this report analyze Amtrak’s route-specific financial performance. The report does not, at
any point, assess the overall financial performance or health of the entire company.

The majority of this financial information comes from final audited data within the company's Route
Performance Report, which is included in every September Monthly Performance Report. The Route
Performance Repori provides revenue and certain costs for each route in the Amtrak system, thereby
publishing a fully aliocated contribution or loss (henceforth referenced as a balance) for each route,

However, the Route Performance Report does not assign certain Amtrak revenues and costs to spe-
cific routes. The major excluded item is depreciation, which in FY 2012 contributed over $663 million
to Amtrak’s annual operating costs. Since Amtrak is in the process of determining a “Capital Charge”
assignment process for each route, depreciation is currently a separate, company-wide cost. This
precludes us from applying such a significant charge to particular routes, and is a significant need for
route-specific analysis in the future, In addition to depreciation, the Route Performance Report also
does not assign interest, freight-related activities, or state capital payments to specific routes.

This report also assesses internat Amirak data on state-operating support by route. Whife the Route
Performance Report data already inciudes this state support under the revenue column, it does not
differentiate these state sources from other revenue flows. As such, acquiring internal Amtrak data
enables our analysis to show the share of route revenue contributed by the states.
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1. For a thorough history of the American raifroad industry, Regulatory Framework Governing the National Railroad
see: John F, Stover, American Raitroads, Chicago: The Passenger Corporation {Amtrak),” Washington, 2000.
University of Chicago Press, 1997, On passenger rail,
see Donald M, Itzkeff, Off the Track, The Decline of the 7. George Hilton, Amtrak: The National Railroad Passenger
Intercity Passenger Train in the United States, Westport, Corporation, Washington: American Enterprise Instifute,
CT: Greenwood Press, 1983, 1980.

2. Robert W. Harbesan, “The Transpartation Act of 1958, 8. Hilton, p. 15,
Land Ecopomics, Yol. 35(2),1959: 156171

9, Hilton, 5.19.

3. Anthony Perl, New Depariures: Rethinking Rail Passenger
Rolicy in the Twenty-First Century, Lexington: University 0. The Staggers Rail Act of 1980 dramatically dereguiated
Press of Kentucky, 2002. the freight rail industry and is attributed to dramtic

impraovements throughout the industry. See: Clitford

4. Lyndon B. Johnson, "Remarks at the Signing of the Winston, "The Success of the Staggers Rail Act i 1980,
High-Speed Ground Transportation Act,” September 30, AEBrookings Joint Center for Requiatory Studies, 2005,
1965, online by Gerhard Peters and John T. Woolley, The
American Presidency Project, http://www.presidency.ucsb, 1. Congressional Budget Office, "The Past and Future of U5,
edufws/7pid=27281 Passenger Rail Service,” 2003,

5. Altison L. C. de Cerrefio, “High-Speed Rail Projects in the 12, Amtrak Reform Council, "An Action Plan for the
U.S.: dentifying the Elements for Success,” Mew York Restructuring and Rationalization of the National Intercity
University, Rudin Center for Transportation Policy and Raif Passengar System: A Report to the Congress,” 2002.

Management, 2004,

E BROOKINGS | March 2013



[~

~
N

~
&

Matthew Wald, “Amtrak Fires its President in Dispute Qver
Future,” New York Times, November 10, 2005.

Office of the Inspector General, “Amtrak Made Significant
improvements in its Long-Term Planning Process,” Federal
Raifroad Administration Regort Number: CR-201-036,
201,

For more infarmation, see: Federai Rafiroad
Administration, “State Rail Plan Guidance.” Available;
httpr/ fwww fra.dot.gov/Page/POST.

Amtrak, “State-Supported Corridor Trains: FY 201142,
2012, it/ fwww amtrak com/ecurt/298/423/
Corridorfrains-201-Final.pdf.

Virginia Department of Rail and Public Transportation,
“Funding Strategies for State Spensored intercity and
High Speed Passenger Rail,” 2010,

This is especially true in the Northeast Corridor where
Amtrak is the primary owner of most of the route and
maintains a very Intricate relationship with com-
muter agencies, freight raiiroads, and states. See: NEC
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In 2009, for instance, a new station was completed in
Durham that conveniently neighbors the city’s bus station
and several area businesses, Future projects include the
proposed creation of an urban transportation center in
Charlotte and a similar facility In Raleigh that will allow for
additional transit connections in the Research Triangle.
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Northern New England Passenger Raif Authority, “Amtrak
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A speclat provision in the recent surface transportation
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tunds to support the Cascades route.

Than Just A Ride.” hitp://www.nnepra.com/sites/default/
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California represents a major exception as its ambitious
high~speed rait plan will include brand new alignments and
rray not partner with Amtrak to operate the service.

Calculation based on Amtrak's internal statlon ridership
data, not corridor passenger levels.

To match data with Amtrak's fiscal year, the GDP statistics
use quarterly data and the poputation statistics use

monthy data.

Due to the lack of offici

public statistics, this research
does not include intercity buses, However, recent research
suggests this mode is expanding rapidly foltowing its
record fow ridership in the 1990s.

Since 1997, Amtrak's overali passenger leveis move in
lock-stop with passenger changes in the 100 targest metro
areas. Statistics verify this inextricabie refationship: their
change in passengers levels over the sixteen-year periad
share a 0.99 correlation coefficient, In comparison, the
remaining 266 matro areas and the country’s micropofi-
tan areas move in opposite directions from one another,
and both are not nearly as correlated with national
performance. The resuit is a national rait system that is
essentially a proxy for large metropolitan usage,

wvides intercity buses,
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35. Denver's drop can be partially atiributed to tiscontinu-

ing the Pioneer, a route between Seattle and Chicago
through the intermountain West. Similarly, Worcester also
lost divect actess to the Northeast Regional during this
period,

Of caurse, many of the passengers on iong-distance corris
dors actually travel around 400 miles or less, like Cardina!
service between Chicago and Cincinnati and the Cify of
New Orfeans service between Memphis and New Orleans,
Amtrak provided internal data that subdivided long dis-
tance corriders’ ridership based on shorter segments, of
which certain ones were 400 miles or less.

Note that Amtrak and the federal government tend to
inciude all routes of tess than 750 miles as “short dis-
tance” corridors. In addition, PRIA identifies routes under
750 miles as those requiring state support, However, aca-
demic fiterature shows that the proper threshold should
be no more than 400 miles because, under optimal condi-
tions, this is the maximum distance for rail to assume a
significant portion of air travel's market share. See, e.g.:
Mar Gonzalez-Savignat, "Competition in Air Transport:
The Case of the High Speed Train,” Journal of Transport
£conomics and Policy, Vol. 38(11: 2004, pp. 77108; Nicole
Adier, Chris Nas?, and Eric Pels, “High Speed Rail and Air
Transport Competition,” Tinbargen Institute Biscussion
Paper, T| 2008103/3.

. There are three routes that Amtrak identifies as “short

distance” that are between 400 and 750 miles: the
Carolinian, Pennsylvanian, and Vermonter, Amtrak, "PRIA
Section 210 Performance improvement Plan: Auto Train

- City of New Orleans - Coast Startight - Empire Builder -
Southwest Chief,” 2012,

. This does not include separately measured spurs into two
top-10C metro areas: Springfield, MA and Virginia Beach-
Norfolk-Newport News, VA, and a spur into & smailer
metro in Virginia: Lynchburg, These additional ‘spurs’ are
coded separately for ridership and thus removed in this
particular corridor discussion.

According to the most recent Amtrak schedules (as

of November 2012), the Service-Origin-Destination
weekday departure breakdowns are as such: Acels-
Boston-Washington: 9; Acefa-New York-Washingtor:

15; Acefa-Boston-New York: §; Northeast Regional-New
York-Washington: 10; Northeast Regional-Boston-
Washington: 7: Norfheast Regionai-New York-Richmond:
2; Northeast Regional-Bostoa-New York; 1; Northeast
Regional-Boston-Richmand: 1; Northeast Regional-

New Haven-Washington: 1.
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interestingly, the sixth-most ridden route is the San
Joaquin, Amtrak's service between California’s Central
Valley and Oakland / Sacramento. This route covers the
same ground as the first segment of the future California
High Speed Rail corridor, and proves there is growing
demand for passenger rail service in this area; ridership is
up 66.4 percent between 1997 and 2012,

Since August 2005 the Sunset Limited suspended service
between New Qrieans and Jacksonville due to damage
from Hurricane Katrina, The route now only connects New
Orleans and Los Angeles.

Brookings analysis of corridor financial performance
inclydes numbers for the national train system, but these
da not recancite with Amirak’s annual Consolidated
Statement of Operations. The specific missing ele-

ments are the revenues and expenses captured under
Anciltary Customers, Freight and Other Customers,

Net Depraciation, Net interest Expenses, and State
Capital Payments. For more information, see “Financial
Performance of Routes” within Amirak’s September
Manthiy Performance reports,

The exception was $226,000 in support for Regional
trains in 2011, This represented 0.04 percent of Regional
revenue that year,

. When correlating each corridor's weighted distance

against its profit/ioss in 201, excluding the Acefa and
Northeast Regionsf routes, the correlation coefficient is
0.52. This suggests some relationship between the two
statistics, althougn more rigorous analysis is necessary o
uncover the detalled relationship between distance and
tinancial performance.

. See e.q.: Angie Schmitt, "Drivers Cover Just 51 Percent

of U.$. Road Spending,” DC.Streetsbiog.org, January 23,
2013.

New and emerging research calls inte question narrow
attention to transportation benefits such as travel time
savings, operator costs, and direct externalities to the
omission of benefits such as agglomeration and connec-
tivity. See Andrew Salfzberg and others, “High Speed Raif,
Regional Economics, and Urban Development in China,”
China Transport Topics, No. 08, 2013,

Some would argue that the Acela and Northeast Regional
routes constitute a different rail system given its unigue
characteristics and the fact that Amtrak owns most of
the tracks and, as a result, interference with freight rail is
imal compared to the rest of the network.
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The two Northeast Corridor routes cover a longer distance
than 400 miles, but most of their departures tend to cover
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Moving Ahead for Progress in the 21st Century (MAP-21)
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The Brookings Institution is a private non-profit organization, Its mission is to conduct high guality,
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